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FOREWORD

Foreword

I_Iow’s Life? provides a bi-annual assessment of people’s well-being in OECD countries and in
selected emerging economies. This assessment is based on a multi-dimensional framework covering
11 dimensions of well-being and on a broad set of outcome indicators. Each issue also contains
several chapters focusing on more specific aspects. The 2013 edition of How’s Life? covers four
topics: the impact of the global financial crisis on well-being; gender differences in well-being;
well-being in the workplace; and sustaining well-being over time.

The report was prepared by the Well-Being and Progress Unit of the OECD Statistics Directorate:
Carlotta Balestra (Chapters 2 and 4), Romina Boarini (Chapters 1, 2 and 3), Carrie Exton (Chapter 6),
Mario Piacentini (Chapter 4), Anne Saint-Martin (Chapter 5), Elena Tosetto (Chapters 1, 2 and 3).
The work was carried out under the supervision of Romina Boarini, Marco Mira d’Ercole and
Martine Durand. Conal Smith and Paul Schreyer are kindly acknowledged for their valuable comments
on Chapters 5 and 6, respectively. Laura Belli, Sue Kendall-Bilicki, Rachel Linden and Carine Viac are
kindly acknowledged for their excellent editorial assistance. Catherine Roch and Audrey Garrigoux are
kindly acknowledged for their valuable publishing assistance. The report has benefited from
contributions and comments from staff of other OECD Directorates and from national delegates to the
OECD Committee on Statistics.
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EDITORIAL: FOCUSING ON PEOPLE

Editorial: Focusing on people

Measuring Better Lives is more important now than ever

This second edition of How'’s Life? updates the information and deepens the analysis
presented in the first edition launched two years ago, as part of the OECD Better Life Initiative.
While research and analysis of statistical data have always been central to achieving the
OECD’s mission of helping governments design Better Policies for Better Lives, the release of
How’s Life? represented an important milestone in providing new evidence on a wide range
of aspects that matter most to people’s lives. It presented a new framework for measuring
better lives that shifts the focus from traditional economic measures and puts people at the
centre. This framework features eleven dimensions of human well-being, including people’s
income and wealth, their jobs and housing conditions, their health and skills, the time they
devote to their families and friends, their ties with other people in their community, how
much they trust institutions and their capacity to act as informed citizens, the quality of the
environment, their experiences of violence and victimisation, their feelings and life
evaluations. Thus countries’ performances are no longer assessed through the lens of GDP
only. Rather, the new metrics used in How’s Life? allow us to gauge whether a range of
well-being outcomes in each country are moving in line with the aspirations of citizens. In
the two years since the first edition was published, OECD work on well-being has had a
profound influence on the way well-being is measured across the world and on the public
debate on what matters to citizens.

Measuring better lives has become even more important today, as many of our economies
and societies have been stricken by the global financial crisis. Understanding how the lives
of people have been affected and designing the best strategies to help those who have
suffered the most requires looking well beyond the impact of the crisis on economic
production and financial markets. It is thus important to have as accurate as possible
information on how both people’s economic and non-economic well-being have evolved
during the crisis.

The global financial crisis has seriously affected economic well-being

Many workers have lost their jobs since the start of the crisis in 2007 and many households
have registered stagnating or declining levels of income and wealth. Today, there are nearly
16 million more unemployed people in the OECD area than before the crisis, and the
number of people out of job for more than a year has reached 16.5 million. Meanwhile,
between 2007 and 2010, relative income poverty rose in most OECD countries, especially
among children and young people. Rising economic insecurity and financial strain have
particularly hit low-income and low-educated households.

HOW'’S LIFE? 2013: MEASURING WELL-BEING © OECD 2013 11
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Trust in institutions has weakened

Other aspects of people’s well-being have also evolved in a negative way during the crisis.
Life satisfaction fell considerably in some of the countries most severely hit by the crisis,
such as Greece, Italy, and Spain, and in these countries more people reported experiencing
high levels of stress and worry. People’s confidence in institutions also dropped dramatically,
indicating a lack of trust in governments’ ability to effectively address problems affecting
their lives. Countries’ political capital has been severely undermined, as today only 40% of
citizens in the OECD trust their national governments - the lowest level since 2006. And in
countries most affected by the crisis, only between one and three citizens out of ten trust
their governments, a ratio that has more than halved since the start of the crisis.

New forms of solidarity and engagement have emerged

In some countries, responses to the crisis went beyond public policy and also came from
local communities, in the forms of higher interpersonal solidarity and different forms of
civic participation. While people have found it more difficult to provide financial help, an
increasing number report having provided other types of support to others, and having
volunteered their time to help those in need in their community. Families have also been a
source of support, both financial and in-kind, and have provided an important safety net,
for instance to young people who had difficulty finding a job. Many people who had to
leave their homes because they could no longer afford them also report having gone to live
with relatives. In Europe, higher within-household solidarity also came from women as
fewer of them lost their jobs than men. This resulted in an increased share of female
breadwinner couples among dual-income couples.

Well-being indicators offer new insights for policy making

Well-being metrics can provide a new and wider perspective to policy-makers in the areas
that matter to people. Some of these areas have long been on their radar screen, such as
jobs, health or education, but the more comprehensive set of outcome indicators at the
individual or household levels contained in How’s Life? and their joint distribution across
population groups can offer new insights on people’s conditions. This expanded set of
indicators can also open new horizons in traditional policy areas by providing a new type
of information, such as how people behave and feel about their lives, as well as in a range
of new domains that may until now have been beyond the radar screen of policy makers,
perhaps simply because the relevant information in these areas was not available. This
edition of How’s Life? explores in some detail three measurement issues in well-being that
may offer new insights for policy making: gender gaps in well-being; well-being in the
workplace; and the sustainability of well-being over time.

Can women and men have it all?

The question of how well-being varies across population groups and why is fundamental
to design better targeted and more effective policies. While much progress on gender
equality has been achieved over the past decades, in a number of countries, well-being
indicators across the life cycle - from school to entry into the labour market, the start of a
new family, retirement and old age - show that gender remains an important determinant
of well-being inequalities in the population. But contrary to the picture usually obtained
when looking at economic conditions only, the gender gap is not always just a women’s
issue. For instance, women live longer than men on average in the OECD and they are often
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more educated. However, women report a lower health status, have worse job prospects
and fewer professional networks to rely on when looking for a job. While women tend to be
marginally more satisfied with their lives overall, they experience more often negative
feelings, such as stress, worry or sadness than men.

Well-being in the workplace: The importance of quality jobs

For many years, the focus of policy has mainly been on providing job opportunities and
ensuring that people who wanted to work could find a job. However, most people spend a
large part of their lives working and what happens in the workplace is an essential
determinant of overall well-being. Having a good or quality job does not just mean receiving
good salaries or having dynamic careers; it also means working in an environment that is
conducive to personal accomplishment and where people are committed. People’s
engagement and high sense of well-being at work depend a lot on whether they have
autonomy in their job, are given learning opportunities and well-defined work objectives.
Respectful and supportive management practices and support from colleagues are also
important. When jobs and workplaces combine these factors, people are more apt to manage
work pressure and emotionally demanding jobs, and they also tend to be healthier and more
productive. For instance, in Europe, 50% of persons who face poor work organisation and
workplace relationships report that work impairs their health, compared with only 15%
among those with favourable working conditions.

Sustaining well-being over time

Measuring the sustainability of well-being is key to ensure sure that improving well-being
today will not undermine the well-being of people in the future. This is a particularly difficult
task, however, as there are many things about the future that we cannot know today. But
even if we cannot predict the future, we can measure some of the factors that are more or
less likely to contribute to better lives in the future. This starts with monitoring the resources
that generate well-being over time and are passed on to future generations. These resources
can be grouped into four main types: economic, environmental, human and social.
Significant efforts are still needed to develop a set of internationally comparable indicators
for each type of capital, although metrics already exist for some of them (economic capital)
and efforts are underway for others (environmental capital, human capital). Measuring the
sustainability of well-being also requires assessing the distribution of these resources across
the population and whether these resources are managed efficiently, with a particular focus
on the risks that may weigh on them. How’s Life? specifies the statistical agenda to move
forward on these issues.

Focusing on what matters to people, and improving existing metrics or developing new
ones to measure well-being and progress, is the way ahead to achieve better lives, today
and tomorrow.

Martine Durand,
OECD Chief Statistician,
Director of the OECD Statistics Directorate
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Reader’s guide

Conventions

e Data shown for OECD and OECD EU are simple averages of countries displayed in each
figure for the two areas.

e Each figure specifies the period covered. The mention XXXX or latest available year (where
XXXX is a year or a period) means that data for later years are not taken into account.

e Data for accession countries and key partners are presented in white instead of blue or
in grey darker than for OECD member countries.

For all figures, ISO codes for countries are used

AUS Australia GBR United Kingdom NOR Norway

AUT Austria GRC Greece NZL New Zealand

BEL Belgium HUN Hungary OECD OECD average
BRA Brazil IDN Indonesia OECD EU  OECD Europe average
CAN Canada IND India POL Poland

CHE Switzerland IRL Ireland PRT Portugal

CHL Chile ISL Iceland RUS Russian Federation
CHN China ISR Israel SVK Slovak Republic
CZE Czech Republic ITA Italy SVN Slovenia

DEU Germany JPN Japan SWE Sweden

DNK Denmark KOR Korea TUR Turkey

ESP Spain LUX Luxembourg USA United States

EST Estonia MEX Mexico ZAF South Africa

FIN Finland NLD Netherlands

This document and any map included herein are without prejudice to the status of or
sovereignty over any territory, to the delimitation of international frontiers and boundaries
and to the name of any territory, city or area.
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Executive summary

VV hat matters most when it comes to people’s well-being? The OECD’s Better Life
Initiative aims to answer that question by painting a broad picture of people’s lives using 11
key dimensions essential to well-being. These range from traditional measures such as
income and jobs, health, education and the local environment, to personal safety and
overall satisfaction with life.

But well-being varies among individuals and thus cannot be captured only by measures at
national level. So the OECD has also focused on measuring inequality between groups in
society for the different well-being outcomes. This shows how well-being, whether in
terms of income, education, health or general satisfaction with life is shared across society,
for instance what difference gender makes.

The wide range of comparable well-being indicators in How’s Life? makes it possible to
identify relative strengths and weaknesses in countries’ well-being. This, in turn, can help
governments when drawing up their policy agenda. But there is no clear well-being
champion across all the well-being dimensions, and policy priorities in well-being may
differ among OECD countries.

How’s Life? overall

OECD countries have made considerable progress in many well-being areas over the past
20 years or so; however this trend does not hold for jobs or for voting levels and, more
importantly, hides a great diversity of patterns both among and within countries.

For instance low-income countries in the OECD area tend to do relatively well in terms of
subjective well-being and work-life balance. Conversely, higher income countries often have
more difficulties in reconciling work-life balance. Also, less educated and low-income people
tend to fare worse in almost all well-being dimensions; for instance they are less healthy,
they participate less in the community and they experience lower subjective well-being.

Significant advances have been made in recent years on measuring income, education,
environment and subjective well-being but a lot remains to be done to improve
measurement of other dimensions of well-being.

Well-being and the global financial crisis

The crisis has had large implications for the economic well-being of households, as
measured by higher unemployment, temporary work incidence, involuntary part-time
work, financial insecurity and poverty. However, changes in non-economic aspect of
well-being outcomes during the crisis are more ambiguous. Life satisfaction and
confidence in institutions declined substantially in countries severely hit by the crisis,
while people reported soaring stress levels. However, there was little or no change in health
outcomes for the population at large.

These findings may be partly explained by the fact that the effects of the crisis will be
visible only in the long-term, such as later health problems, or affect specific groups of the
population, thus remaining invisible in nation-wide statistics. However, it is also possible
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that some of the short-term consequences of the crisis are not adequately captured by
existing measurement tools. This underscores the need for more timely, high-frequency
and group-specific indicators that can track short-term movements in well-being. Better
knowledge of short-term movements in well-being is crucial for informing policy
interventions during and after recessions.

Tackling gender inequality

Policy-makers also need to know whether policies should be targeted at specific groups of
the population. A case in point is that of gender differences.

Gender gaps in well-being have narrowed over recent decades, although men still score higher
than women in a number of areas. Women live longer than men, but also suffer more often
from illness. Girls are now doing better than boys in school, but remain under-represented in
key fields of education that provide greater jobs opportunities. Similarly, women are
increasingly present in the labour market. Yet, they still earn less than men, spend more hours
in unpaid work and find it harder to reach the top of the career ladder or start their own
business. Men are more often the victims of homicide and assault, but women are the primary
target of intimate partner violence. Finally, although women typically report slightly higher life
evaluations than men, they are more likely to experience negative emotions.

It is clear however that gender is not only a women’s issue. While traditional disadvantages
of women and girls persist in most countries, men and boys are increasingly exposed to
uncertain job prospects and need to adapt to changing tasks and social expectations.
Measuring well-being with a gender perspective thus requires moving beyond indicators
showing the gap between women and men, towards a broader assessment of vulnerabilities,
opportunities and inequalities specific to each gender.

Quality jobs for greater well-being

Quality of employment and well-being in the workplace are becoming more prominent
issues in many OECD countries.

Measuring the quality of employment is challenging as it covers many different aspects,
ranging from earnings to social relationships at work, which interact with each other in
complex ways to shape the overall quality of a job. How much autonomy people have,
whether they have well-defined goals at work and supportive colleagues all affect quality
of employment. The challenge is to develop a set of indicators to capture this broad range
of dimensions.

Future well-being

Policy-makers and citizens need to know how actions taken today might affect future
well-being. Measuring whether well-being is likely to be sustainable over time is especially
challenging because it requires an in-depth understanding of what will matter for
well-being in the future. As a first step, the OECD brings together what we know about the
resources that sustain well-being over time, and considers how they can be measured.

It proposes building on the work of the recent UNECE-Eurostat-OECD Task Force on
Measuring Sustainable Development as a starting point. It focuses on the stocks of natural,
human, social and economic capital thought to be important for sustaining well-being over
time, and outlines the types of indicators that would be needed to monitor these stocks
effectively. Information about distribution and management of capital stocks at a variety of
different spatial levels (local, national, regional and global) may also be important. The
next step in the statistical agenda will be to select a set of specific indicators and begin to
populate a dashboard with relevant data.
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Chapter 1

The OECD Better Life Initiative:
Concepts and indicators

What drives people’s and nations’ well-being and where do countries need to
improve to achieve greater progress for all? Building on more than 10 years of OECD
work on measuring well-being and progress, the OECD Better Life Initiative
launched in 2011 addresses these questions through evidence on 11 dimensions.
The framework developed by the OECD to measure well-being distinguishes
between current and future well-being. Current well-being is measured in terms of
both material conditions and quality of life. The chapter also describes a range of
statistical advancements made on measuring well-being since the previous edition
of How'’s Life?. For example, significant progress has been made in some areas,
such as income and wealth, education, environment and subjective well-being. This
progress needs to be sustained while in other well-being areas statistical challenges
still remain.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli
authorities. The use of such data by the OECD is without prejudice to the status of the Golan Heights,
East Jerusalem and Israeli settlements in the West Bank under the terms of international law.



1. THE OECD BETTER LIFE INITIATIVE: CONCEPTS AND INDICATORS

The OECD Better Life Initiative and beyond

Are our lives getting better, and if they are, how do we know? How can we measure
improvements in well-being, not just economic growth? Is well-being shared fairly among
different groups in society, such as the young and the elderly, men and women? How can we
be sure that actions to achieve better lives today are not undermining tomorrow’s
well-being? The question of how to measure well-being and societal progress is one that the
OECD has been addressing for more than a decade, resulting in the OECD Better Life Initiative
in 2011. The Better Life Initiative focuses on the aspects of life that matter to people and that,
together, shape their lives. It comprises a regularly updated set of well-being indicators and

Box 1.1. The Better Life Index

The Better Life Index (BLI) has been designed to involve people in the discussion on
well-being and, through this process, to learn what matters the most to them. The Better
Life Index (Figure 1.1) is an interactive tool that allows users to set their own weights on the
11 dimensions of the OECD well-being framework (Figure 1.2). The web application allows
users to see how countries’ average achievements compare based on one’s own personal
priorities in life, and to share one’s index and choices of weights with other people in their
networks and with the OECD. Since its launch in May 2011, the BLI has been visited by
more than 2.6 million people from all over the world. Around 44 000 indices have been
shared with the OECD. The information gathered from these users shows that on average

what matters most to them is life satisfaction, health and education.

Figure 1.1. The OECD Better Life Index web application
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in the dimension of well-being that users rate the highest.
Source: The OECD Better Life Index, www.betterlifeindex.org.

Note: The screenshot shows the BLI visualisation. Countries are represented by flowers with eleven petals,
corresponding to the well-being dimensions (see Figure 1.2). Users can rate these dimensions by using the
control panel in the right-hand side of the screen. When dimensions are rated, flowers change size to reflect
the importance attributed by users. At the same time, countries move up (down) if they perform well (poorly)
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an analysis, published in How’s Life? as well as an interactive web application, the Better Life
Index (Box 1.1). It also includes a number of methodological and research projects to improve
the information base towards a better understanding of well-being trends and their drivers.?

While work on well-being and progress originated in academic and policy circles,
measuring well-being is now a prominent item on the agenda of many statistical offices.
This reflects the wide-spread recognition that well-being statistics are critical for informing
policy making on a regular and systematic basis on a range of aspects that matter to the life
of ordinary people.

Over the past few years, many countries have launched their own initiatives to measure
well-being (see www.wikiprogress.org for a comprehensive rolling review of existing
initiatives). Several of these initiatives were presented at a series of OECD regional
conferences and at the 4th OECD World Forum on Statistics, Knowledge and Policy that took
place in New Delhi in October 2012. The large and increasing number of such initiatives
demonstrates the interest globally for indicators and analysis that go beyond GDP. They also
show a strong convergence in conceptual frameworks and indicators used (see Box 1.2).

Box 1.2. Recent national initiatives on measuring well-being and progress

While work on well-being and progress originated in academic or policy circles (e.g. Club of Rome, the
OECD Global Project, etc.), the notion of well-being is now prominent on the agenda of many National
Statistical Offices (NSOs). Selected recent projects undertaken by NSOs or governments include:?

@ Australia: The Australian Bureau of Statistics (ABS) published its first Measures of Australia’s Progress
(MAP) in 2002, with updates in 2010 and 2012. In 2011, ABS carried out an extensive community
consultation (MAP 2.0) to improve MAP. This consultation involved individuals, community leaders and
experts to provide guidance on the goals and aspirations of Australians. The feedback collected through a
series of conferences, web-consultations and panels exposed some of the gaps in the picture provided by
the indicators previously used in the MAP initiative, and led to the identification of “governance” as a new
domain of progress. The outcomes of this consultation have subsequently been used by ABS to improve the
statistical framework used to measure progress. The refreshed MAP will be released in November 2013.

® Austria: In 2012, Statistik Austria launched a new dataset (How’s Austria?) comprising 30 headline
indicators in three areas: material wealth, quality of life and environmental sustainability. In the same
year, the Economy Ministry together with the Austrian Research Institute WIFO published a study (Mehr
als Wachstum, “More than Growth”), which complemented the OECD How'’s Life? indicators set with
additional indicators on domains identified as especially relevant by Austrian people. In interviews,
Austrians were asked to rate the importance of indicators and dimensions for their own well-being, with
the indicators aggregated accordingly to derive a composite index of Austrian well-being.

® France: Since the publication of the Stiglitz-Sen-Fitoussi Report,” the French National Statistical Office
(Institut national de la statistique et des études économiques, INSEE) has introduced quality of life
variables in existing household surveys and has introduced a specific multi-modal survey on quality of
life. This survey enabled, for the first time, joint measurement of all the objective and subjective quality
of life dimensions recommended in the Stiglitz-Sen-Fitoussi Report (Stiglitz et al., 2009).

@ Italy: In 2011 the Italian National Statistical Office (Istituto nazionale di statistica, ISTAT) and the
National Council on the Economy and Labour (CNEL) established a joint “Steering Group on the
Measurement of Progress in Italian Society”, including representatives from firms, trade unions and civil
society. The Group developed a multi-dimensional framework for measuring “equitable and sustainable
well-being” (BES — benessere equo e sostenibile), building on an open consultation with experts, civil society
and citizens (through surveys and on-line) to identify the dimensions of well-being that are most
relevant for Italian society. The Group published its report in 2013 and indicators will be systematically
updated by ISTAT.
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Box 1.2. Recent national initiatives on measuring well-being and progress (cont.)

® Mexico: The National Statistical Office of Mexico (Instituto Nacional de Estadistica Geografia e
Informatica, INEGI) has developed a set of well-being statistics following a three-step strategy. The first
step consisted in promoting debate and discussion on the subject through seminars and conferences
organised with relevant national, regional and international experts. The second step consisted in
gathering and reporting the available well-being statistics in a specific subsection of INEGI’s web page
and in developing new indicators on subjective well-being, based on a number of questions newly
included in existing surveys (household income and expenditure survey, time use survey, citizens’
confidence and public perception survey). The third step consisted in promoting the use of the new set
of well-being indicators in policy making.

@ Portugal: Statistics Portugal (Instituto Nacional de Estatistica) has recently started to develop a well-being
index which will be released at the end of 2013. Since 2012 Statistics Portugal has also updated annually
its 80 Sustainable Development Indicators.

@ United Kingdom: In 2010 the UK Prime Minister invited the National Statistician to run a “National Debate”
asking citizens “What matters?”. This initiative was run by the Office of National Statistics (ONS),
Measuring National Well-being Programme, which included setting up online and offline platforms to
interact with people and organisations on the questions that could help measure the country’s progress.
More than 34 000 contributions were made, with initial findings from the national debate and consultation
published in June 2011. In July 2012 the ONS released the first annual subjective well-being estimates and
a revised set of domains and measures. In November 2012, the first annual report on “Life in the UK, 2012”
and the national well-being “wheel” which included the well-being indicators were published. The ONS
measures of national well-being combined with the Department for Environment, Food and Rural Affairs
(DEFRA) Sustainable Development Indicators show what UK citizens value as a nation and the type of
society they want to pass on to future generations. Scotland Performs measures and reports on progress of
government in Scotland in creating a more successful country, with opportunities for all to flourish
through increasing sustainable economic growth. Scotland Performs offers accountability based on
national priorities set out in the National Performance Framework.

Many initiatives have also been carried out at international level, for instance:

® AtEuropean level, the European Statistical System Committee (ESSC) has established a Sponsorship Group on
Measuring Progress, Well-being and Sustainable Development that follows up on the recommendations from
the “GDP and Beyond Communication” and the Stiglitz-Sen-Fitoussi Commission report. Building on some of
the recommendations of the Sponsorship Group, the ESSC has further developed a set of Quality of Life (QoL)
indicators for the EU. The indicators are seen as a first attempt at combining data from several sources for
measuring Quality of Life in the EU and will be refined and complemented with additional indicators, as
results from new ad hoc modules in existing surveys become available (e.g. the module on subjective
well-being in the EU-SILC 2013) and further methodological work is developed.

@ At the European Level, the EU’s Europe 2020 Strategy also establishes a number of targets for jobs and
smart, sustainable and inclusive growth. These indicators are supported by specific headline indicators
that allow monitoring progress in the strategy targets.

® WHO/Euro has created an expert group on measurement and target-setting for well-being in Europe. Its
overarching aim is to provide advice on how to assist in setting targets on well-being, as a part of the
overarching targets of the European Health 2020 policy.

1. For European countries see also http://epp.eurostat.ec.europa.eu/portal/page/portal/quality_life/links#5.

2. In 2008 former French President Nicolas Sarkozy established the Commission on the Measurement of Economic Performance
and Social Progress chaired and co-ordinated by Joseph Stiglitz, Amartya Sen and Jean-Paul Fitoussi. In September 2009 the
Commission published a report that included around 30 recommendations on how to improve measures of well-being and
progress (Stiglitz et al., 2009). How’s Life? draws on many of these recommendations.
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A framework for measuring well-being

Figure 1.2 presents the conceptual framework used by the OECD to define and
measure well-being in its Better Life Initiative (see Box 1.3 for more details). The framework
distinguishes between current and future well-being. Current well-being is measured in
terms of outcomes achieved in the two broad domains: material living conditions (income
and wealth, jobs and earnings, housing conditions) and quality of life (health status,
work-life balance, education and skills, social connections, civic engagement and
governance, environmental quality, personal security and subjective well-being). Future
well-being is assessed by looking at some of the key resources that drive well-being over
time and that are persistently affected by today’s actions: these resources can be measured
through indicators of different types of “capital”. Chapter 6 discusses in more detail the
How’s Life? approach to measuring the sustainability of well-being over time.

Figure 1.2. The OECD well-being conceptual framework
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Source: OECD (2011), How’s Life?: Measuring Well-being, OECD Publishing, Paris, http://dx.doi.org/10.1787/9789264121164-en.

Building on best practices for measuring well-being and progress, the recommendations
from the Stiglitz-Sen-Fitoussi Report, as well as on consultations with international experts and
with National Statistical Offices represented in the OECD Committee on Statistics, the OECD
well-being framework for measuring current well-being has four distinctive features:

e First, it focuses on people (i.e. individuals and households), their situation and how they
relate to others in the community where they live and work. Focusing on people, rather than
on the economy, is important as there may be differences between the economy-wide
assessment of a country and the well-being experience of individuals and households.
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Box 1.3. Conceptual underpinnings of the OECD well-being framework

From a normative perspective, the OECD well-being framework builds on the capabilities
approach proposed by Sen, 1985 (see also Alkire and Sarwar, 2009; Anand et al., 2009;
Anand et al., 2011). This approach is based on a multidimensional definition of well-being
where both what people do, such as having a good job or expressing their political voice
(their functioning) and people’s freedom to choose that functioning (their capabilities)
matter. The capabilities approach differs from so-called “welfarist approaches”, which
focus solely on well-being achievements, irrespective of the conditions under which
outcomes are achieved (i.e.ignoring the set of opportunities given to each person to
achieve those outcomes).

The OECD well-being framework stresses that functionings and capabilities matter to
the same degree, recognising the importance of individual agency and freedom in
choosing the life one wants to live. For instance, the OECD framework encompasses
education, health and social connections as these dimensions are instrumental in
choosing a good life. According to this perspective, increasing well-being means expanding
the opportunities that people have to live their life according to their objectives and values.

The OECD framework attempts to operationalise the capabilities approach and to make
it measurable through indicators that can be collected and used by policy-makers and
National Statistical Offices to monitor well-being conditions in the population and their
evolution over time. Operationalising the framework means first, selecting a list of basic
and universal functionings and capabilities; and, second, identifying the specific
indicators measuring each of them. In terms of functionings and capabilities, the OECD
defines well-being in the domains of material living conditions and quality of life, in line
with a large body of literature and research (e.g. Stiglitz et al., 2009 for a review; Sen, 1998;
Nussbaum, 2011). In the OECD framework, the 11 well-being dimensions can be seen as
both functionings and capabilities. For instance being in good health is a functioning in
itself but it is also a capability as it makes it possible to choose among a number of
different functionings (e.g. the type of job, the type of leisure, etc.). The larger is this set of
choices, the larger is the capabilities space.

From a conceptual perspective, the OECD approach is similar to that developed by the
UNDP for its Human Development Index (HDI). However, the OECD approach expands the
scope of the HD], as it encompasses additional dimensions to the three considered by the
UNDP (i.e.income, health and education), whose focus has traditionally been on
developing countries.

Source: Adapted from Boarini, R. and Mira d’Ercole (2013), “Going Beyond GDP: An OECD Perspective”, Fiscal
Studies Special Issue on Well-Being, forthcoming.

e Second, it concentrates on well-being outcomes as opposed to well-being inputs or
outputs, as outcomes provide direct information on people’s lives. For instance it focuses
on people’s satisfaction with water rather than how much has been spent on providing
clean water or how many miles of water pipe have been laid.

e Third, it considers the distribution of well-being in the population alongside average
achievements, in particular disparities across age groups, gender and individuals’
socio-economic backgrounds.

e Lastly, it looks at both objective and subjective aspects of well-being, as personal
experiences and assessments of life circumstances provide important supplementary
information to more objective measures of these circumstances.
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As mentioned above, material living conditions and quality of life are broken down
into 11 dimensions, namely: income and wealth; jobs and earnings; housing; health status;
work-life balance; education and skills; social connections; civic engagement and
governance; environmental quality; personal security; and subjective well-being. The
rationale for selecting these dimensions is as follows:

e Income and wealth measure the economic resources that people can use today or in the
future to satisfy various human needs and wants and that protect against vulnerabilities
and risks of various types.

e Both the availability and quality of jobs are relevant for people’s well-being, not only
because quality jobs increase people’s command over resources but also because these
jobs offer the opportunity to fulfil one’s own ambitions, to develop skills and abilities, to
feel useful to society and to build self-esteem.

e Access to housing and its quality satisfy people’s basic needs. Beyond their intrinsic
importance, they are also important determinants of health and subjective well-being,
as well as of social connections and access to jobs and public services.

e Physical and mental health is important in itself for people’s well-being but also because
they allow them to perform a range of personal and social activities that contribute to
their well-being.

e Education and skills can be seen as both a basic need and an aspiration of all humans, as
well as being instrumental to achieve many other economic and non-economic
well-being outcomes.

® Work-life balance is important for people’s well-being in terms of family life; more
generally, the amount of time that people can devote to leisure, personal care and to
other non-work activities help individuals remain healthy and productive.

e Civic engagement matters, as having political voice in the society where people live allows
them to have a say in political decisions that affect their lives and to contribute to
deliberations that shape the well-being of communities; similarly, good governance is
needed to translate people’s voice into policies that support their aspirations for a good life.

@ Social connections are valuable in themselves as many people report that the most
pleasurable activities are performed with others; but they are also instrumental in achieving
a number of other important goals such as finding a job, or support in case of need.

e The quality of the natural environment where people live and work is important in its
own right but it also matters for people’s health and their ability to undertake a number
of activities (e.g. raising children, social life, etc.).

e For the same reasons, living in a secure environment, i.e. where the risks of being robbed
or assaulted are low, is important to generate well-being.

e Finally, besides objective aspects of living conditions and quality of life, it is crucial to
consider how people feel about their life and experience - i.e. their subjective well-being.

The 11 dimensions described above can be considered as universal, i.e. as relevant to
people living in all societies. However, their relative importance will vary among individuals
and countries. People living in different countries and communities may attach varying
importance to different dimensions, reflecting their own priorities. In addition, countries
may adjust this framework to better reflect the well-being of their population (e.g. some
dimensions may be merged or relabelled, or complemented with additional country-specific
dimensions - for instance Italy includes culture as one of 12 dimensions included in its
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national well-being indicator BES (Benessere Equo sostenible) (www.misuredelbenessere.it).
More importantly, the selection of indicators used to monitor achievements in these
dimensions may also differ to reflect specific country conditions, history and challenges. In
other terms, the framework proposed above is not meant to be a straitjacket for countries
willing to pursue their own national initiatives in this field. Rather it should be viewed as a
framework that provides a benchmark for meaningful international comparisons.

Selecting indicators

The headline indicators used in How’s Life? meet, to different degrees, a number of
quality criteria, such as conceptual and policy relevance, quality of the underlying data,
comparability of the concepts and survey questions used, and frequency of compilation
(Box 1.4 and OECD 2011 for a detailed discussion of the indicators as well as the rationale
behind their selection). The selection has been made in consultation with OECD experts
and National Statistical Offices of OECD countries in 2011 in the context of the first edition
of How’s Life?. This edition builds on this selection and extends it to a very small extent to
be consistent with the previous edition.

While the set of selected indicators represent, in the view of the OECD, the best current
available proxies for outcomes in the 11 dimensions of well-being, these indicators do not
necessarily meet all the criteria above. In particular, in those cases where existing official
data are deemed to be not sufficiently comparable across countries, How’s Life? uses data
from non-official sources. These non-official sources have well-known limitations in
terms of sample size, sampling frames, mode of data collection, etc.; they have the
advantage, however, of covering a wide range of countries and of relying on a harmonised
questionnaire applied in a large number of countries.? The indicators based on non-official
sources have to be considered as “place holders” until better and more comparable official
statistics in these fields are developed. Results based on these non-official data have to be
interpreted with caution. Care is also needed when interpreting some of the subjective
indicators as they can be affected by socio-cultural influences that limit the relevance of
cross-country comparisons.

The How’s Life? indicators should be understood as being experimental and
evolutionary. They will therefore change as better measures are developed and countries
reach agreement on indicators that are more appropriate to summarise the various
well-being dimensions.

Assessing well-being through a dashboard of indicators

The definition of well-being adopted by the OECD is multi-dimensional. Traditionally,
multidimensional concepts have been assessed either through a set of indicators
(dashboard), or through a composite or synthetic index. Composite indices are however
often criticised for the loss of information that goes with them, as well as for arbitrary
assumptions in the weighting that has to be applied to the different dimensions and their
sub-elements to arrive at a single index figure (see Stiglitz et al., 2009; Fleurbaey, 2009 for a
review). The Better Life Index addresses the issue of arbitrary weights by allowing users to
create their own composite index by weighting the various dimensions according to what
they consider more important for their well-being (Box 1.1).

A further challenge with composite or synthetic indexes relates to the level at which
aggregation takes place. Synthetic indices that aggregate well-being outcomes at the
individual level are conceptually better than composites that aggregate country-level
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Box 1.4. The How’s Life? headline indicators in 2011 and in this edition

The OECD well-being framework shown in Figure 1.1 has guided the selection of indicators. Critical criteria
considered for the selection of indicators have been the following: i) they should capture well-being
achievements at the individual or household level; ii) they should measure well-being outcomes, rather than
means of achieving them; iii) they should allow disaggregation, so as to assess the well-being of different
population groups; and iv) they should gauge the joint distributions of achievements, e.g. whether a person
with a disadvantage in one dimension also experiences poor outcomes in another. The headline indicators
have also been chosen so as to fulfil standard statistical requirements, such as face validity (i.e. they should
offer an intuitive measure of the concept at hand); focus on summary outcomes (rather than to more specific
components); being amenable to change and sensitive to policy interventions; being comparable across
countries; being commonly used and accepted as well-being measures within the statistical and academic
communities; providing large country coverage; and being based on data collection that are fairly frequent
and timely (see OECD, 2011 for more details on these criteria). While the current choice of indicators generally
meets the above criteria, the selection will be improved in the future as better statistics become available.

The first edition of How’s Life? in 2011 distinguished between headline indicators, i.e. indicators that are
deemed to be of sufficiently good quality and can be used for monitoring well-being over time and across
countries, and secondary indicators that provide complementary evidence (e.g. indicators covering more
specific aspects of the dimension at hand, with more limited country coverage, or based on sources that
were deemed to be less reliable than in the case of headline indicators). Most of the indicators are based on
data from official statistics (OS) while a small number is based on data from non-official statistics (NOS).
In 2011 headline indicators for each dimension included:

@ Income and wealth: Household net adjusted disposable income per person (OS); Household net financial
wealth per person (OS).

Jobs and earnings: Employment rate (OS); Long-term unemployment rate (OS); Average gross annual
earnings of full-time employees (OS).

Housing conditions: Number of rooms per person (OS); Dwellings lacking basic facilities (OS).

Health status: Life expectancy at birth (OS); Self-reported health status (OS).

Work-life balance: Employees working very long hours (OS); Time devoted to leisure and personal care (OS).
Education and skills: Educational attainment (OS); Students’ cognitive skills (OS).

Social connections: Social network support (NOS).

Civic engagement and governance: Voter turn-out (OS); Consultation on rule-making (OS).
Environmental quality: Air quality (OS).

Personal security: Intentional homicides (OS); Self-reported victimisation (NOS).

Subjective well-being: Life satisfaction (NOS).

After another round of consultation with National Statistical Offices of OECD countries, five new
headline indicators have been included in this edition of How’s Life? to complement or improve the
indicators used in 2011:

® Housing costs (OS) as a measure of affordability of housing.
® Education expectancy (OS) as a measure of the educational opportunities for children who are in school today.

@ Satisfaction with water quality (NOS), as a measure of people’s satisfaction with one specific aspect of the
environment (i.e. water) that is not captured by the headline indicator measuring air quality.

@ Short job tenure (OS) as a measure of employment insecurity and instability.
® Adult competencies (OS) as a measure of the cognitive skills of the adult population.

The exact definition and source of the indicators can be found in Chapter 2. See also OECD, 2011 for an
in-depth discussion of the pros and cons of the various indicators and their interpretation.
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averages of well-being outcomes, as they make it possible to take into account the joint
distribution of outcomes at individual level (e.g. whether people at the bottom of the income
distribution also experience the lowest achievements in terms of health, skills, etc.) as well
as weights based on individuals’ preferences (see Schokkaert and Decang, 2013 for a
discussion). However this type of synthetic index can only be constructed if individual-level
data as well as country-level data are available from the same survey. Given the lack of such
information for a majority of countries, How’s Life’s? does not construct a composite or
synthetic index but rather presents a dashboard of 25 headline indicators.3

While the dashboard approach has the advantage of presenting separate information
for each well-being dimension, making it possible to assess which dimensions drive the
overall well-being performance of countries, it comes with some costs, namely a more
complex picture to communicate and an absence of information on interrelations across
well-being outcomes.

To address some of these limitations, How’s life? summarises the information from the
25 headline indicators (measuring average outcomes in the population?) using a “traffic
light” approach (Table 1.1). Traffic lights show how countries compare on the (unweighted)
11 well-being dimensions. According to this approach, the top 20% of countries in Table 1.1
are shown by circles (standing for green lights), the middle 60% by triangles (orange lights)
and the bottom 20% by diamonds (red lights).

The traffic lights show that overall:

e Switzerland, Australia, Nordic European countries, as well as Canada, New Zealand and
the United Kingdom are among the highest-performers.

e The United States, Ireland, Luxembourg, Austria, Belgium, Finland, Germany, France,
Japan, Korea, Spain, the Czech Republic, Italy, the Slovak Republic, Israel, Poland and
Portugal display average performance.

e Turkey, Brazil, Mexico, Estonia, Hungary, Greece and Chile are among the countries with
a relatively low performance.

The traffic light approach has some limitations. For instance, since it focuses on
relative performances among countries it cannot be used to establish countries’ progress
over time. In addition, it relies on conventional thresholds set to cluster countries rather
than on data analysis techniques (e.g. clustering analysis). Nevertheless, the patterns
identified for the How’s Life? indicators are meaningful for cross-country comparisons at
one point in time, and they tend to be well-correlated to the results obtained with other
rankings or aggregation methods.

Well-being performance may be the result of various and often interrelated factors
and in general countries display different strengths and weaknesses in the various
well-being dimensions (see Figures 1.A1.1 to 1.A1.3 in Annex 1.A1). While more research is
needed to understand what are the drivers of well-being, Annex 1.A1 discusses the results
of a simple exploratory analysis that sheds some light on this issue.

The How'’s Life? statistical agenda: Progress since 2011

An important goal of How’s Life? is to identify priorities for the statistical agenda
ahead, and to track progress over time with respect to this agenda. The first edition of
How’s Life? outlined a number of challenges for developing better metrics in each of the
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“Circles” denotes countries in the top two deciles, “diamonds” those in the bottom two deciles,
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Table 1.1. An overview of headline well-being indicators
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Table 1.1. An overview of headline well-being indicators (cont.)

“Circles” denotes countries in the top two deciles, “diamonds” those in the bottom two deciles,
“triangles” those in the six intermediate deciles
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well-being dimensions. While many of the challenges identified in 2011 still remain,
significant progress has been achieved in some of them. In particular:

e Income and wealth: In June 2013, the OECD released its Guidelines for Micro Statistics on
Household Wealth (http://dx.doi.org/10.1787/9789264194878-en), which address the common
conceptual, definitional and practical problems that countries face in producing wealth
statistics, and aim to improve the comparability of the currently available country data. A
companion report proposes a framework to support the joint analysis of micro-statistics on
household income, consumption and wealth (OECD Framework for Statistics on the Distribution
of Household Income, Consumption and Wealth) (http://dx.doi.org/10.1787/9789264194830-en) as
three separate but interrelated dimensions of people’s economic well-being. In addition, an
OECD-Eurostat Expert Group to measure Disparities in a National Account framework
(EG DNA) launched in 2011, recently completed an in-depth comparison of various
components of household income, consumption and wealth between micro- and macro-
sources, and developed a set of experimental household accounts providing information on
the distribution of household income, consumption and saving that are consistent with
National Accounts’ totals. The European Central Bank has also carried out the first
Household Finance and Consumption Survey, which includes a wide range of questions on
assets and finances of households living in the euro area countries.

e Jobs and earnings: The recent release of the ILO Manual on concepts and definitions of
Decent Work indicators (ILO, 2012) marks a significant step forward in the statistical
agenda on employment quality. The manual provides a detailed description of indicators
to be developed for monitoring the progress made in implementing the ILO Decent Work
Agenda, as well as methodological and practical guidelines for producing and using
these indicators. Similarly, the UNECE, in collaboration with Eurostat and the ILO, is
developing operational guidelines for measuring the various dimensions included in its
framework for Measuring Quality of Employment (UNECE, 2010). However, despite these
conceptual and methodological advancements, no internationally comparable database
on employment quality yet exists. Chapter 5 describes the challenges of measuring
employment quality and a number of statistical gaps in this field. Another important
initiative in the field of jobs and earnings is that undertaken by the ILO to revise the ICLS
(International Conference of Labour Statisticians) standards for employment and
unemployment statistics. This revision, to be be completed at the end of 2013, will lead
to better measures of unpaid work and of marginal attachment to the labour force.

e Health status: The UNECE-WHO-Eurostat City taskforce on measuring health status
(known as the Budapest Initiative) and the Washington Group on disability statistics
reached an agreement on a limited set of (six) questions to measure “functioning”. This
may become the basis for international comparisons of morbidity and make it possible to
study the links between morbidity and broader quality of life issues. These questions have
been recommended by the UN Statistical Commission for use in the context of the 2020
population censuses, but implementation will have to be promoted and monitored if they
are to provide a common benchmark for comparable measures of people’s health status.
In addition, a European Health Interview Survey (EHIS) will be carried out in 2014 in the EU:
this will provide harmonised survey data at national and at EU level on perceived health
status and disability, health determinants and health care (including unmet needs).
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® Education and skills: The new Programme for the International Assessment of Adult
Competencies (PIAAC) carried out by the OECD collects a set of comparable data that will
assist governments in assessing, monitoring and analysing the level and distribution of
skills among the adult population, as well as the use of skills in different contexts. This
new survey represents a major advancement in measuring skills but also in providing the
information needed to understand what drives their accumulation and how skills affect
people’s well-being more widely.

e Work-life balance: A Task Force on Time Use Surveys was established by the Conference of
European Statisticians (CES) in November 2010, with the objective to develop guidelines and
compilations of best practices to help countries carrying out time use surveys, and to
improve the comparability of their results. These guidelines, released in June 2013, focus on
areas where the statistical community has expressed a particular need for further guidance,
including: i) policy relevance of time use surveys; ii) availability and comparability of key
statistical measures of time use; iii) periodicity of time use surveys; iv) the use of “light” and
full-scale time use diaries; and v) activity classification.

e Environmental quality: The System of Environmental-Economic Accounts (SEEA), a joint
undertaking of an international taskforce which included the UN Statistical Division,
Eurostat, the OECD, the IMF, the World Bank and several National Statistical Offices, has
been endorsed as International Statistical Standards by the United Nations Statistical
Commission in 2012. SEEA proposes a systemic approach to account for the linkages
between the environment and the economy, and for addressing some of the socio-
economic aspects of this relationship.”

e Subjective well-being: In March 2013, the OECD released a set of OECD Guidelines on
Measuring Subjective Well-being (www.oecd.org/statistics/quidelines-on-measuring-subjective-
well-being.htm). The guidelines provide recommendations on collecting, publishing, and
analysing subjective well-being data. The guidelines also outline how measures of
subjective well-being can be relevant for policy making, and why national statistical
agencies have a critical role to play in enhancing the usefulness of existing measures.
The guidelines also include prototype survey modules on subjective well-being that
national and international agencies can use in their households surveys. Also in 2013 an
ad hoc module of the EU-SILC (EU Statistics on Living Conditions and Income) on
subjective well-being was carried out in the EU: this will provide harmonised survey data
at EU level and at EU country national level (and for most countries also at sub-national
level) on a number of subjective variables related to overall life experience. These
subjective well-being variables will be collected at the same time as information on
governance and basic rights, material living conditions, mental health, productive and
values activities, leisure and social interactions, natural and living environment,
economic and physical safety, making it possible to study the joint distribution of
achievements in all these various dimensions.

Conclusions

30

This chapter has presented the OECD well-being framework that underpins How’s
Life?, noting the consultation with OECD countries and international experts in designing
it. The chapter has also introduced the well-being indicators, highlighting the criteria
behind their selection and how they have evolved over time. The indicators are presented
in the form of “traffic lights” that summarise countries’ overall well-being performance, as
measured by the How’s Life? headline indicators.
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The chapter has presented some of the main advancements made on measuring
well-being since the previous edition of How’s Life? in 2011. Significant progress has been
made, especially in the areas of income and wealth, education, environmental quality of
life and subjective well-being. In these areas, efforts should be sustained over time,
especially as regards the implementation of the new measurement frameworks that ought
to translate into a systematic collection of comparable metrics. In the other well-being
areas many statistical challenges still remain.

Notes
1. More information on these projects can be found at www.oecd.org/progress.
2. For instance the Gallup World Poll, or the European Social Survey.

3. For this same reason and since it is built by aggregating well-being outcomes at country level, the
Better Life Index disregards information on the joint distribution of outcomes.

4. For the sake of simplicity the traffic light table is done based on the How’s Life? headline indicators
for the total population (e.g. educational attainment) or expressed on average terms (e.g. average
household income). Therefore the traffic light reflects the distribution of well-being outcomes
across the population to a very limited extent. Chapter 2 presents information on the distribution
of outcomes for some of the How’s Life? indicators that can be broken down for specific groups of
the population.

5. The SEEA central framework incorporates four set of accounts: i) flow accounts; ii) stock accounts;
iii) activity/purpose accounts; and iv) accounts that adjust the SNA economic accounts to reflect the
impact of economic activity on environment. Also see Chapter 6 on “Measuring the sustainability of
well-being over time”.
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ANNEX 1.A1

Assessing countries’ relative strengths and weaknesses
in overall well-being performance

Countries may achieve an equally good overall well-being performance by performing
well (or not) in different dimensions, as shown by Figure 1.A1.1. For instance Australia and
Canada do very well overall, yet Australia does better than Canada in the civic engagement
and governance dimension but less so in income and wealth and in work-life balance.
Similarly, Nordic European countries are champions in work-life balance and health status,
but do less well than Switzerland and Canada in terms of income and wealth. Countries
with the same overall well-being performance (i.e. with more than one third of triangles
- orange lights) can also differ in terms of performance in the various well-being
dimensions. For instance, Germany appears to do better than France in education and
skills but performs less well in health.

An illustrative analysis shows that behind this diverse performance there may be
common patterns:

e Countries that perform relatively better on health status, subjective well-being, civic
engagement governance, jobs and education also perform relatively better on overall
well-being (Figure 1.A1.2).

e Balanced well-being patterns are more likely to be associated with a higher overall
well-being performance (Figure 1.A1.3) that is countries that perform evenly across the
eleven dimensions are more likely to be ranked higher overall.

e Finally overall well-being is positively associated with low socio-economic differences in
well-being measured by income or educational inequality (Figure 1.A1.4).

A similar link between social disadvantage and average well-being outcomes is also
found when looking at the relationship between average well-being outcomes and child
poverty, even after controlling for levels of GDP per capita. Child poverty has been found to
have a detrimental, long-lasting effect on children’s progression and well-being, impacting
long-life outcomes and subsequent generations (OECD, 2009 for a review).*

* There is also a growing body of research showing that early well-being of children growing up in
socio-economic disadvantage perpetuate over time and may repeat in adulthood.
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Figure 1.A1.1. Strengths and weaknesses in well-being vary across countries
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Note: These figures show normalised performance in the eleven well-being dimensions of How’s Life? Performance is calculated as simple
average of the headline indicators included in each dimension and shown in Table 1.1. These values are then normalised with the
ratio-scale transformation to re-express all values in a scale between 0 and 10.
Source: OECD calculations.
StatLink Sasm http://dx.doi.org/10.1787/888932887597
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Figure 1.A1.2. Dimensions that count most for overall well-being performance
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Note: The figure shows the elasticities of overall well-being performance to the eleven well-being dimensions, obtained by regressing the
Better Life Index rankings (with equal weights) on the well-being dimensions (normalised scores). The choice of equal weights for
calculating the BLI index is for illustrative purposes only. The figure shows point estimates (black dashes) and their 95% confidence

intervals (blue dashes).
Source: OECD calculations.

StatLink =a=m http://dx.doi.org/10.1787/888932887616

Figure 1.A1.3. Correlation between well-being performance and performance
dispersion across indicators
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Figure 1.A1.4. Correlation between well-being performance and socio-economic
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Note: The figure shows the correlation between an overall well-being performance measure (i.e. BLI rankings with
equal weights) and an average measure of socio-economic differences (ratio of indicator value for individuals with
high socio-economic background to indicator value for individuals with low socio-economic background) in
well-being achievements in the How’s Life? dimensions where information on the socio-economic characteristics of
individuals is available. See http://stats.oecd.org/Index.aspx?DataSetCode=BLI for more details on the latter.

Source: OECD calculations.

StatLink Sa=P http://dx.doi.org/10.1787/888932887654
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Chapter 2

How’s Life? at a Glance

How’s life today in OECD countries and beyond? The OECD framework for
measuring well-being is used in this chapter to present a diagnosis of the strengths
and weaknesses of countries’ well-being. This diagnosis shows that OECD countries
have made considerable progress in many well-being areas over the past 20 years
or so, although progress has been uneven across the 11 dimensions included in the
OECD well-being framework. Similarly, there is great diversity in patterns amongst
different countries as well as disparity in well-being achievements of different
groups of the population within a country.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli
authorities. The use of such data by the OECD is without prejudice to the status of the Golan Heights,
East Jerusalem and Israeli settlements in the West Bank under the terms of international law.
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HOW'S LIFE? AT A GLANCE

In

This chapter presents detailed evidence on cross-country differences and, where
possible, differences over time in well-being outcomes, based on the How’s Life? headline
indicators. The evidence focuses on average well-being patterns as well as selected
information on the distribution of well-being in the population. It is organised in thematic
sections covering the 11 dimensions of the OECD well-being framework under the two
domains of material conditions and quality of life (see Chapter 1).

come and wealth

Household income and wealth are essential components of individual well-being. The
ability to command resources allows people to satisfy basic needs and pursue many other
goals that they deem important to their lives. Economic resources enhance people’s
freedom to choose the lives that they want to live and protect them against economic and
personal risks.

The differences among countries in household net adjusted disposable income (HNADI)
per capita, the How’s Life? headline income indicator (see Box 2.1 for the definition), are large
(Figure 2.1). In 2011 HNADI per capita was highest in the United States, almost four times as
high as in Chile, the OECD country with the lowest level. HNADI has increased during the past
decade or so in almost all OECD countries, with the largest rises recorded in the United States,
Australia, Sweden, Norway, Slovenia, the Slovak Republic and Estonia. Since 1995, HNADI has
decreased in Greece and remained broadly stable in Chile, Mexico and Italy.

The differences among countries in household net financial wealth per capita (see Box 2.1
for the definition) are even larger than those for HNADI (Figure 2.2). In 2009, household net
financial wealth per capita was highest in the United States (where it was around three times
higher than income) and lowest in Norway and in Eastern European countries. Since the
mid-1990s, net financial wealth of households has increased in most OECD countries, notably

Box 2.1. Measuring Income and wealth
The two headline indicators presented above are defined as follows:

® Household net adjusted disposable income per capita measures the maximum amount that any household
member can afford to consume without having to reduce the household’s assets or to increase its
liabilities. It is obtained by adding to people’s gross income (earnings, self-employment and capital income,
as well as current monetary transfers received from other sectors) the social transfers in-kind that
households receive from governments (such as education and health care services), and then subtracting
taxes on income and wealth, the social security contributions paid by households as well as the
depreciation of capital goods consumed by households.

® Net financial wealth per capita consists of monetary gold, currency and deposits, securities other than
share, loans, shares and other equity (including shares issued by investment funds), insurance technical
reserves, and other accounts receivable or payable, net of household financial liabilities, as defined by
the System of National Accounts (SNA).
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Box 2.1. Measuring Income and wealth (cont.)

For both indicators, data refer to the aggregate of households, and non-profit institutions serving
households. They are based on national accounts statistics collected by the OECD and expressed through the
relevant conversion rate (purchasing power parities). The indicators shown here are consistent with
economy-wide indicators, such as GDP and productivity. The income concept used is the broadest measure
of households’ consumption possibilities available within the national accounts system. The wealth
measure, however, excludes a range of assets that are critical for household material well-being, such as
dwellings, land, and assets that contribute to the economic production of quasi-corporations. Data on these
non-financial assets are currently available only for a minority of countries.

The data shown here have limits. First, only few national accounts systems provide data excluding non-
profit institutions serving households. The coverage of the indicator of income shown here is then broader
than the one typically used in household surveys. Second, to better reflect differences in household structure
and needs, data should ideally be expressed per consumption unit rather than per capita. Thirdly, national
accounts data are not informative about how economic resources are distributed. To reconcile micro- and
macro-types of household data, the OECD has conducted work jointly with Eurostat to measure disparities
among households within a national account framework. The OECD has also recently published the
Framework for statistics on the distribution of household income, consumption and wealth and the Guidelines for
Micro Statistics on Household Wealth.

Figure 2.1. Household net adjusted disposable income per capita
US dollars at 2005 PPPs
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Note: Households include non-profit institutions serving households. Purchasing Power Parities are those for actual individual
consumption of households. The first available year is 2000 for Spain; 2002 for Ireland and the Russian Federation; 2003 for Mexico
and 2008 for Chile. The latest available year is 2010 for Canada, Chile, Japan, Mexico, New Zealand, Poland, Switzerland, the United States
and the Russian Federation.
Source: OECD (2013a), OECD National Accounts Statistics (database), http://dx.doi.org/10.1787/na-data-en.

StatLink Sasm http://dx.doi.org/10.1787/888932887673

in Sweden, Denmark, Germany and Israel, although falls were recorded in Ireland, Switzerland
and Greece. These findings should be interpreted with caution as net financial wealth excludes
households’ non-financial assets (i.e.land and dwellings) which in most OECD countries
represent the largest share of households’ overall net wealth.
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Figure 2.2. Household net financial wealth per capita
US dollars at 2005 PPPs
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Note: Households include non-profit institutions serving households. Purchasing Power Parities are those for private consumption of
households. The first available year is 1997 for Mexico; 1999 for Switzerland; 2001 for Ireland, Israel and Slovenia, and 2002 for Korea. The
latest year available is 2010 for Israel and Japan and 2009 for Mexico.
Source: OECD (2013a), OECD National Accounts Statistics (database), http://dx.doi.org/10.1787/na-data-en.

StatLink Sz http://dx.doi.org/10.1787/888932887692

The income and wealth data shown here provide a good picture of average material
living standards in a country. However, there are large differences in how household
disposable income is distributed within countries (Figure 2.3), with Chile, Mexico, and the
Russian Federation recording the highest levels of income inequality while Eastern European
and Nordic countries display the lowest income inequalities. However, it was in the latter
that income inequalities rose the most in the past 15 years, a trend which has also been

Figure 2.3. Income inequalities
Gini Index
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Note: The latest available year for the Russian federation is 2008.

Source: OECD (2013d), “Income Distribution”, OECD Social and Welfare Statistics (database), http://dx.doi.org/10.1787/data-00654-en.
StatLink Susm http://dx.doi.org/10.1787/888932887711
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observed though to a smaller extent in many other European countries (e.g. the
United Kingdom, France since the mid-1990s), as well as in Israel, Canada, Australia and the
United States. Income inequalities have decreased significantly in Mexico and Turkey, and to
a lesser degree in Belgium, Hungary, New Zealand and Italy.

Jobs and earnings

Having a job that matches one’s aspirations and competencies and that pays adequate
earnings is a universal aspiration of people around the world. Jobs help develop new skills
and abilities and create opportunities for social and professional relationships. Moreover,
being unemployed has a large negative effect on physical and mental health and on
subjective well-being.

The key indicator for measuring the availability of jobs is the employment rate (see
Box 2.2 for the definition). Employment is relatively low in Southern European countries
and high in Switzerland and Nordic countries (Figure 2.4). Since the mid-1990s, there is
evidence of a general increase in employment rates, although there are large variations
among OECD countries. The countries where the employment rate has increased the most
since 1995 are Spain and the Netherlands. Employment has also considerably increased in
Brazil and the Russian Federation. Conversely, employment rates have declined markedly
since 1995 in Turkey, in the United States and in the Czech Republic.

In 2011, the long-term unemployment rate (see Box 2.2 for the definition) was low on

average in most OECD countries (Figure 2.5). It was virtually nil in Korea and Mexico but
exceeded 8% in Ireland, the Slovak Republic, Greece and Spain. Since the mid-1990s, the

Box 2.2. Measuring Jobs and earnings
The three headline indicators presented above are defined as follows:

® The employment rate shows the share of the working-age population (people aged 15 to 64 in most OECD
countries) that declare having worked in gainful employment for at least one hour in the previous week.
This also includes persons who, having already worked in their present job, were temporarily absent
from work during the reference period while having retained a formal attachment to their job (e.g. due
to parental leave, sickness, annual leave). Data on employment rates come from national Labour Force
Surveys (LFSs), and are consistent with ILO recommendations.

@ The long-term unemployment rate refers to the number of persons who have been unemployed for one
year or more as a percentage of the labour force (the sum of employed and unemployed persons).
Unemployed persons are defined as those who are currently not working but are willing to do so and are
actively searching for work. Data are drawn from national Labour Force Surveys (LFSs).

® The average gross annual earnings of full-time employees refer to the average annual wages of full-time
employees working in all sectors of the economy and in all types of dependent employment. They
include employees’ gross remuneration, i.e. before any deductions are made by the employer in respect
of taxes, workers’ contributions to social security and pension schemes, life insurance premiums, union
dues and other obligations of employees. Data come from the OECD National Accounts. The indicator is
given by the total wage bill divided by the number of full-time equivalent employees in the total
economy. The number of full-time equivalent employees is obtained by multiplying data on the number
of employees by the ratio of hours worked by all employees and by those working full-time, in order to
correct for the prevalence of part-time work, which varies considerably across countries.

The first two indicators provide a measure of job availability and joblessness, respectively. Data are of good
quality, although country comparisons of changes in employment and long-tem unemployment rates may be
affected by differences in their cyclical positions.
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Figure 2.4. Employment rate
Employed aged 15-64 as percentage of population of same age
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Note: The first available year is 1996 for Chile; 2001 for Brazil; and 2002 for Slovenia. The latest available year is 2009 for Brazil.
Source: OECD (2013e), OECD Labour Force Statistics (database), http://dx.doi.org/10.1787/Ifs-Ifs-data-en.
StatLink sizr http://dx.doi.org/10.1787/888932887730

Figure 2.5. Long-term unemployment rate
Percentage of the labour force
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Note: The first available year is 2002 for Slovenia.
Source: OECD (2013e), OECD Labour Force Statistics (database), http://dx.doi.org/10.1787/Ifs-Ifs-data-en.
StatLink Sazm http://dx.doi.org/10.1787/888932887749

long-term unemployment rate has declined in many OECD countries, particularly in
Finland, Belgium and Italy. Exceptions to this trend are the United States, Portugal, the
Czech Republic and Greece.

Average gross annual earnings of full-time employees (see Box 2.2 for the definition)
differ significantly between OECD countries (Figure 2.6). In 2011, average gross annual
earnings were more than five times higher in the United States and Luxembourg than in
Mexico, and more than two times higher than in Eastern European countries. Since 1995
average personal earnings have increased in the OECD area as a whole and especially so in
Eastern European and Nordic countries (OECD, 2012).
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Figure 2.6. Average gross annual earnings of full-time employees
in the total economy
US dollars at 2011 PPPs, 2011 or latest available year
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Note: Data refer to 2010 for Australia, Austria, Belgium, Denmark, Finland, France, Greece, Ireland, Israel, Italy, the
Slovak Republic and Switzerland; 2009 for the Czech Republic, Germany and Sweden; 2008 for Poland, Portugal and
Spain; and 2005 for the Netherlands.
Source: OECD calculations based on Table G of the OECD (2012), OECD Employment Outlook 2012, OECD Publishing,
http://dx.doi.org/10.1787/empl_outlook-2012-en.

StatLink = http://dx.doi.org/10.1787/888932887768

Employment rates are lower for youth, women and the elderly. Healthier individuals
are more often employed than people with chronic illnesses and disabilities. Employment
rates also increase with education (Figure 2.7), and the gender gap in employment tends to
diminish as the level of education rises (see Chapter 4). Since 2000 the employment gap
between individuals with tertiary education and individuals with below upper secondary
education has remained stable on average in the OECD area. It has decreased significantly
in Estonia and Switzerland and increased substantially in Slovenia, the United Kingdom,
Sweden, Iceland and Korea (OECD, 2013c).

Figure 2.7. Employment rate by educational attainment
Percentage of employed persons aged 25-64 over population of same age, 2011
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Note: Data for the Czech Republic, Denmark, Estonia, Finland, Italy, Luxembourg, Poland, the Slovak Republic,
Slovenia and the United States should be taken with caution given the small sample size of the population covered.
Source: OECD (2013), Education at a glance 2013: OECD Indicators, Paris.

StatLink SazP http://dx.doi.org/10.1787/888932887787
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In OECD countries long-term unemployment rates are generally high for youth,
women and individuals with lower educational attainment, although some countries
exhibit different patterns. Long-term unemployment is also much higher for immigrants
than for the native born population. Gender gaps in earnings are large, but disparities are
also very wide within the groups of men and women. Earnings vary substantially by
occupation, education, experience and other individual traits.

Housing conditions

Housing is a major element of people’s material living standards. It is essential to meet
basic needs, such as shelter from extreme weather but also to offer a sense of personal
security, privacy and personal space. Housing is also important to meet other important
aspirations, such as having a family and for undertaking activities which are intrinsically
valuable, such as seeing friends.

Cross-country differences in housing indicators (see Box 2.3 for the definition) are
large. There are significant variations across OECD countries in the number of rooms
available per person. In Canada, Belgium, Ireland, Norway and the Netherlands,
households report on average 2 or more rooms per person. In Turkey, Hungary and Poland,
however, people live in smaller houses with 1 room per person or less (Figure 2.8).

Figure 2.8. Number of rooms per person
Average number, 2011 or latest available year
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Note: Data refer to 2010 for Ireland, Israel, Korea, Mexico and Turkey; and 2006 for Canada.
Source: European Union Statistics on Income and Living Conditions (EU-SILC); National Statistical Officies (NSOs);
OECD calculations.

StatLink Sa=m http://dx.doi.org/10.1787/888932887806

Access to basic hygiene facilities within dwellings (see Box 2.3 for the definition) is
high in all OECD countries (with only 1% or 2% of respondents reporting that they lack
indoor flushing toilets), although large disparities exist across countries (Figure 2.9). The
poorest dwelling conditions are found in Brazil, Chile and Mexico and some Eastern
European countries (i.e. Estonia, Hungary and Poland), in Asian countries (i.e. Japan and
Korea) and especially in Turkey, where almost 13% of the population live in dwellings
without indoor flushing toilets.
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Box 2.3. Measuring Housing conditions

The three headline indicators of housing conditions presented above are defined as
follows:

® The number of rooms per person in a dwelling signals whether the persons occupying a
dwelling are living in crowded conditions. It is measured as the number of rooms in a
dwelling (excluding kitchenette, scullery/utility room, bathroom, toilet, garage, consulting
rooms, office and shop) divided by the number of persons living in the dwelling.

@ The percentage of people living in dwellings without access to basic facilities provides an
assessment of selected deficits and shortcomings in housing conditions. The focus is on
the lack of indoor flushing toilets, as it is detrimental to people’s hygiene. This indicator
refers to the percentage of the population living in a dwelling without indoor flushing
toilets for the sole use of their households. Flushing toilets outside the dwelling are not
considered. Flushing toilets in a room where there is also a shower unit or a bath are
included.

@ The share of adjusted disposable income spent on housing and maintenance of the house,
as defined in the System of National Accounts (SNA), includes actual and imputed rentals
for housing, expenditure on maintenance and repair of the dwelling (including
miscellaneous services), on water supply, electricity, gas and other fuels, as well as the
expenditure on furniture, furnishings and households equipment, and goods and services
for routine maintenance of the house. These various expenditures are aggregated and
expressed as a percentage of the household net adjusted disposable income. Data refer to
households and non-profit institution serving households.

For the first two indicators, data are drawn from the European Union Statistics on
Income and Living Conditions (EU-SILC) for European countries, and from comparable
national surveys for non-EU countries. For the last indicator, data come from the OECD
National Accounts Statistics (database). The indicator on household crowding has a number
of limitations. First, it does not take into account the possible trade-off between the size of
the dwelling and its location: some households may choose to live in smaller dwellings
located in better serviced area than in larger homes located in poorer neighbourhoods.
Second, an ideal indicator of the available space per person in a dwelling should refer not
only to the number of rooms available, but also to the overall size (e.g. number of square
metres per person). For instance, the size of accommodation is generally smaller in urban
areas relative to rural ones, which may hamper international comparisons. Indicators of
housing overcrowding should also be complemented with data of perceived lack of space,
as reported in household surveys.

The second indicator provides a proxy measure of the notion of “decent housing”.
However, an ideal indicator of this notion would also include other basic aspects of housing
conditions, such as adequate electrical and plumbing installations, the quality of floors and
doors, structural damage and adequate heating.

An ideal set of housing indicators would also inform about the tenure status of
households, of people’s subjective perceptions of the pressure of housing costs on household
budgets, and of other types of housing expenditure (e.g. those related to mortgages) that are
not covered by the third indicator used here. It would also include measures of
environmental characteristics of the areas where the dwellings are located (e.g. exposure to
noise, outdoor pollution and the proximity to public services). In practice, it is difficult to
measure housing conditions, as there are very few internationally comparable indicators
and no harmonised housing surveys exist across countries.
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Figure 2.9. People living in dwellings without basic facilities
Percentage of the population, 2011 or latest available year
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Note: Data refer to 2010 for Brazil, Ireland, Korea, Mexico and Switzerland; 2009 for the United States; 2008 for Japan; and 1997 for Canada.
The indicator refers to the absence of a toilet in the dwelling for Chile, in inhabited private dwellings for Mexico, inside the housing unit
for Turkey; for the United States, the indicator refers to occupied dwellings without flushing toilet.
Source: European Union Statistics on Income and Living Conditions (EU-SILC), http://epp.eurostat.ec.europa.eu/portal/page/portal/microdata/
eu_silc; and National Statistical Offices (NSO) of Chile, Japan, Mexico, Turkey and the United States.

StatLink Si=m http://dx.doi.org/10.1787/888932887825

Housing represents the largest expentiture in households’ budgets in most countries.
In 2011, on average, households spend up to 21% of their income on housing and
maintenance of the dwelling (Figure 2.10). In Korea and Portugal, households spent less
than one sixth of their income on housing (16% and 17%, respectively), while in Greece and
New Zealand they spent on average more than one quarter of their disposable income
(27% and 26%, respectively).

Figure 2.10. Housing expenditure
As percentage of household gross adjusted disposable income, 2011 or latest available year
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Note: Data refer to 2010 for Australia, Austria, Canada, Chile, Japan, Mexico, Norway, Switzerland, the Unites States and the

Russian Federation; and 2009 for Luxembourg.

Source: OECD calculations based on OECD (2013a), OECD National Accounts Statistics (database), http://dx.doi.org/10.1787/na-data-en.
StatLink iz http://dx.doi.org/10.1787/888932887844
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In European countries, the average number of rooms per person increases according to
the age of the person, although the elderly are the most likely to report a lack of indoor flushing
toilets, probably because they live in older dwellings (OECD, 2011). Households with lower
incomes are more likely to face poorer housing conditions (OECD, 2011; and Eurostat, 2013).

Health status

Being healthy and living a long life free of illness and disability are among the aspects
that people value the most. Being healthy also affects the probability of having a job, earning
an adequate income and actively participating in a wide range of valued social activities.

Life expectancy at birth (see Box 2.4 for the definition) differs significantly among OECD
and other major economies. Switzerland leads a large group of countries (including more than
half of the OECD countries) in which life expectancy at birth currently exceeds 80 years. A

Box 2.4. Measuring Health status
The two headline indicators of health status presented above are defined as follows:

@ Life expectancy at birth measures how long, on average, a person born today could expect
to live based on the age-specific death rates currently prevailing. Life expectancy at birth
is computed as a weighted average of life expectancy for men and women. Data are
based on official national statistics collected by the OECD.

@ Self-reported health status refers to the percentage of the population aged 16 years old and
over who report being in “good” or “very good” health. The indicator is based on the
following question “How is your health in general?” with response categories of the type, in
most countries, “very good/good/fair/bad/very bad”. Data are based on general household
surveys or on more detailed Health Interviews undertaken as part of national official
surveys in various countries.

Life expectancy at birth only provides an estimate of the expected life span of a given
cohort, as the actual age-specific death rates of any particular birth cohort cannot be
known in advance. Measures of life expectancy at birth are based on data of good quality
for all OECD countries. However, life expectancy measures available for international
comparisons can be broken down only by gender, and few countries are able to provide
information on life expectancy by educational attainment and income, as these measures
require either linking mortality to records from census population or one-off surveys.

Morbidity (the absence of health) is difficult to measure as the concept is multidimensional
and may require a longitudinal follow-up to assess whether conditions are temporary or
chronic. The current statistical system for collecting information on morbidity is unevenly
developed across OECD countries. Various measuring frameworks have been proposed and
some of them are close to implementation (see Chapter 1).

Indicators of self-perceived general health status are among the few morbidity
indicators that are available for all OECD countries on a broadly comparable basis. They
have the advantage of summarising in a single measure a broad range of dimensions of
mordibity, since they refer to the overall health status of the respondent. However,
indicators of perceived health status provide an imperfect proxy of the underlying concept
of morbidity, as they rely on the subjective views of the respondents and may reflect
cultural biases or other contextual factors. Differences in response scales (in the case of
Australia, New Zealand, Canada and the United States) may also affect cross-county
comparisons. Summary indicators of morbidity such as self-reported longstanding illness
and self-reported limitations in daily activities are only available for European countries.
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second group of countries, including the United States, Turkey and a number of Central and
Eastern European Countries, has a life expectancy at birth between 74 and 80 years. Life
expectancy is lower in Brazil and especially in the Russian Federation, where it is 10 years
lower than the OECD average value (Figure 2.11). Since 1995 life expectancy has increased
substantially in all OECD countries, with the highest increases observed in Korea and Estonia.

Figure 2.11. Life expectancy at birth
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Note: The latest available year is 2012 for Mexico and Turkey; and 2009 for Canada. For the Czech Republic, Ireland, Israel, Poland,

Portugal, the Slovak Republic and Switzerland data for 1995 and the latest available year are not strictly comparable due to a break in the

series. Data for Australia, Belgium, Chile, Italy, Mexico, Turkey and the United States are estimated values.

Source: OECD (2013f), “OECD Health Data: Health status”, OECD Health Statistics (database), http://dx.doi.org/10.1787/health-data-en.
StatLink iz http://dx.doi.org/10.1787/888932887863

In 2011, the percentage of adults reporting good or very good health (see Box 2.4 for
definition) was 85% or more in Switzerland, Australia, New Zealand, Canada and the
United States, but only half as high in Korea and Portugal. In Japan, only one in three
respondents reported being in “good” or “very good” health. Self-reported health recorded
significant declines in Japan and Korea, while it increased significantly in Turkey and in
Eastern European countries (Figure 2.12). These changes may partly reflect shifts in
demographic structures, as elderly people report lower health conditions than other groups.

While women live longer than men, they also tend to report poorer health status than
men and suffer more frequently from health problems (Chapter 4). Self-reported measures
of morbidity worsen steadily with people’s age and the elderly most often experience
health problems that limit their daily activities (OECD, 2011). Socio-economic backgrounds
also have a large influence on health status, as disadvantaged people live and work in more
difficult circumstances, often adopt unhealthy life-styles (e.g. higher incidence of smoking
and obesity) and face greater problems in accessing appropriate health care.

Estimates of life expectancy by educational status in Europe show that, for both men
and women, highly educated people live longer than less educated ones (OECD, 2013c).
Differences in life expectancy by education are particularly large in Eastern European
countries, and are more pronounced for men than for women. A social gradient is also
strongly visible in self-reported health status, as in all OECD countries high-income people
report very good/good health status in higher proportions than low-income people
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(Figure 2.13). The differences in self-rated health status between different socio-economic
groups are particularly large in Estonia and Portugal and are smallest in Israel and
New Zealand.

Figure 2.12. Self-reported health status
Percentage of people reporting good/very good health
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Note: The latest available year is 2012 for New Zealand; 2010 for Ireland and Japan; 2009 for Chile; and 2006 for Mexico.
1. Results for countries marked with a “1” are not directly comparable with those for other countries, due to differences in reporting
scales, which may lead to an upward bias in the reported estimates for these countries.
Source: OECD (2013f), “OECD Health Data: Health status”, OECD Health Statistics (database), http://dx.doi.org/10.1787/health-data-en; and
European Union Statistics on Income and Living Conditions (EU-SILC).
StatLink =P http://dx.doi.org/10.1787/888932887882

Figure 2.13. Self-reported health status by disposable income
Percentage of people reporting very good/good health, 2011
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Note: The latest available year is 2012 for New Zealand; 2010 for Ireland and Japan; 2009 for Chile; and 2006 for Mexico. The OECD value
is a simple average of the countries displayed in the figure.
1. Results for countries marked with a “1” are not directly comparable with those for other countries, due to differences in reporting
scales, which may lead to an upward bias in the reported estimates for these countries.
Source: OECD (2013f), “OECD Health Data: Health status”, OECD Health Statistics (database), http://dx.doi.org/10.1787/health-data-en; and
European Union Statistics on Income and Living Conditions (EU-SILC).
StatLink SasmM http://dx.doi.org/10.1787/888932887901
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Work-life balance

Achieving the right balance between work and personal life is a key component of
people’s well-being: too little work may prevent people from earning enough to attain the
desired standard of living but too much work may have a negative impact on their well-being
if their health or personal lives suffer as a consequence. Work-life balance is not only
important for the well-being of the person but also for that of the whole family, in particular
children’s well-being is strongly affected by the capacity of parents to both work and nurture
them. A balanced allocation of time between work and personal life is also important at a
society-wide level as it ensures that people have sufficient time to socialise and participate in
the life of the community.

On average, only a small proportion of employees in OECD countries work more than
50 hours per week (see Box 2.5 for the definition), although there are wide variations across
countries (Figure 2.14). Turkey is by far the country with the highest proportion of employees
working very long hours, with almost half of them regularly working over 50 hours a week,
followed by Mexico and Israel with nearly a fifth of employees working long hours. Conversely,
in the Netherlands, Sweden and Denmark, very long working hours are rare, with only around
1%-2% of employees working over 50 hours per week on a regular basis. A similar pattern is
also visible for the Russian Federation, the only emerging economy with available information.
Over the past decade, the number of employees working long hours has remained broadly
stable in the OECD area as as a whole, with decreases in Denmark, Slovenia, Poland, Brazil,
Israel and Turkey and increases in Luxembourg, Portugal, Chile and Mexico.

Box 2.5. Measuring Work-life balance
The two headline indicators of work-life balance presented above are defined as follows:

@ The proportion of employees who usually work for pay for 50 hours per week or more. The data exclude self-
employed workers who are likely to choose deliberately to work long hours. The hours threshold has
been set at 50 hours because, when also considering the amount of time devoted to commuting, to
unpaid work and to satisfy their basic needs (such as sleeping and eating), workers usually working more
than 50 hours per week are likely to be left with very few hours (one or two hours per day) for other
activities. Moreover, in countries where there is a regulation on maximum working time, this is generally
limited to 48 hours per week. Data come from National Labour Force Surveys and are broadly comparable
across countries.

® The time devoted to leisure and personal care in a typical day by full-time employed workers. The
information is collected through national Time Use Surveys, which involve respondents keeping a diary
of their activities over one or several representative days for a given period. For some countries and some
specific types of activity, the comparability of these surveys might be an issue; the data shown here, have
been harmonised ex post by the OECD and are deemed to be broadly comparable.

The headline indicators used here provide both an indirect and a direct measure of available time to spend
on non-work activities contributing to individual and family well-being. Measuring work-life balance is a
challenging task. First, the way people allocate their time is determined by necessity, individuals’ preferences
and cultural, social and policy contexts in which people live. Cross-country comparisons on work-life balance
should thus be interpreted in light of these various differences. Second, while informative of a balanced time
allocation, the majority of available indicators on work-life balance do not shed light on the quality of the
time spent outside work and thus on people’s personal enjoyment or perceived time stress. Third, Time Use
Surveys are, in most OECD countries, undertaken only infrequently (i.e. every 5 or 10 years), leading to
estimates that are typically not timely.

50 HOW'’S LIFE? 2013: MEASURING WELL-BEING © OECD 2013



2. HOW'S LIFE? AT A GLANCE

Time spent not working is time available for leisure, family and personal care. On
average, full-time employees in OECD countries spend 14.9 hours per day on leisure and
personal care - which includes sleep, eating, hygiene, seeing the doctor, etc. (Figure 2.15;
see Box 2.5 for the definition). Japanese employees spend the least amount of time on

Figure 2.14. Employees working long hours
Percentage of employees working 50 hours or more a week
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Note: Data refer to usual hours worked in the main job for Austria, Canada, the Czech Republic, Finland, Hungary, Mexico, Poland, the
Slovak Republic, Sweden, Turkey and the United States, and in all jobs for other countries. The first available year is 1996 for Chile;
1998 for Hungary; 2001 for Austria; 2002 for Estonia, Norway, Poland, Slovenia and Sweden; and 2004 for the Czech Republic and Finland.
The latest available year is 2009 for Brazil.
Source: OECD (2010), “Labour Force Statistics: Summary tables”, OECD Employment and Labour Market Statistics (database), http://dx.doi.org/
10.1787/data-00286-en; and Swiss Federal Statistics Office.

StatLink i=m http://dx.doi.org/10.1787/888932887920

Figure 2.15. Time devoted to leisure and personal care
Hours per day of full-time employees, latest available year

B Personal care [ Leisure

14 I

JPN  POL EST CAN USA AUS AUT SYN KOR GBR NZL OECD ITA FIN.  SWE DEU FRA NOR BEL ESP DNK

Note: Data refer to 1998-99 for France; 1999 for Portugal; 1999-2000 for Estonia; 2000-01 for Norway, Slovenia, Sweden and the United Kingdom;
2001 for Denmark; 2001-02 for Germany; 2002-03 for Italy; 2003-04 for Poland; 2005 for Belgium; 2006 for Australia and Japan; 2008-09 for
Austria; 2009 for Korea; 2009-10 for Finland, New Zealand and Spain; and 2010 for Canada and the United States. Data have been normalised
to 1 440 minutes per day: in other words, for those countries for which total time use did not sum up to 1 440 minutes, the missing or extra
minutes (usually around 30-40 minutes) were equally distributed across all activities. Data for Hungary, Ireland, Portugal, Turkey and
South Africa were excluded as they also include part-time employees. Data generally refer to people aged 15 and more, except for Austria,
where no age limit is defined.
Source: OECD Time Use Survey.

StatLink Si=m http://dx.doi.org/10.1787/888932887939
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leisure and personal care including sleep, with a combined total of 14 hours per day.
Belgium, Spain and Denmark are at the other end of the spectrum, with around 16 hours
per day spent on leisure and personal care. The share of leisure also varies somewhat
across OECD countries, for instance leisure time is highest in Norway and Denmark (with
between five and six hours a day devoted to leisure) and lowest in France and Japan (with
less than three hours and half spent on leisure).

Gender is a key determinant of inequalities in work-life balance (OECD, 2011; and
Chapter 4, Figure 4.10). Although men spend longer hours in paid work and communting than
women do, women tend to have less time available for leisure and personal care than men, due
to the longer hours that they spend on unpaid activities at home (e.g. housework, childcare
and looking after elderly relatives). Moreover, according to time-use surveys in the US and
France that collect information on time use and how this is enjoyed, the unpaid tasks that
women perform are sometimes less enjoyable than those performed by men. Single mothers
are likely to find it even harder to combine job and family responsiblities and are particularly
vulnerable to time crunches.

Education and skills

Education and skills are a key component of individual well-being. Developing skills is
intrinsically valuable for humans as it responds to their aspiration to learn and to their
necessity to respond to the changing environment. Education has also a strong positive
impact on the material living conditions of people, as higher education leads to higher
earnings and greater employability. More educated people also have better health status.
Education also fosters civic awareness and civic participation.

The large majority of the population aged 25-64 in OECD countries holds at least an
upper secondary education degree (see Box 2.6 for the definition), with a few exceptions,
e.g. Portugal, Turkey and Mexico where the share is less than 40% (Figure 2.16). With the
exception of Denmark, where the share of the population with at least an upper-secondary
degree has decreased slightly in the past 10 years or so, the average educational attainment
has increased across the OECD area and in Brazil, with a significant convergence in
attainment levels across countries.

In most OECD countries, today’s 5-year-olds may expect to pursue their studies for at
least seventeen additional years (see Box 2.6 for the definition). In Finland, Iceland and
Sweden, children aged 5 today may expect, on average, to continue to study for
19 additional years or more, but for only 15 in Mexico and Turkey (Figure 2.17).

Cognitive skills, as measured by the average scores in reading, mathematics and
science of 15 year-old pupils (see Box 2.6 for the definition), vary across countries
(Figure 2.18). They are much lower than the OECD average in Brazil, Mexico and Chile, and
much higher in Finland, Korea and Japan. The gap between the highest- and the lowest-
performing OECD countries is significant (123 points on the PISA scale) and is roughly
equivalent to the skills acquired in more than two school years.

While cognitive skills of 15-years-old may provide some information on the future
skills of the population, they do not capture the competencies of the current adult
population. The newly launched OECD Survey of Adult Skills (PIAAC) assesses the
proficiency of adults in the domains of literacy, numeracy and problem solving in
technology-rich environments. According to this survey, adults’ competencies in the OECD
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Box 2.6. Measuring Education and skills
The four headline indicators of education outcomes presented above are defined as follows:

o The educational attainment of the adult population is the number of adults aged 25 to 64 holding at least
an upper secondary degree (as defined by the ISCED classification), over the population of the same age.
The data underlying this indicator are collected through the annual OECD questionnaire on National
Educational Attainment Categories (NEAC), which uses Labour Force Survey (LFS) data.

® Education expectancy is defined as the average duration of education that a 5-year-old child can expect to
experience during his/her lifetime until reaching the age of 39. It is calculated based on current
enrolment conditions by adding the net enrolment rates for each single year of age from the age of 5
onwards. Data for this indicator are collected through the annual OECD data collection on the school-
work transitions, which rely on Labour Force Surveys as the main source of information.

@ Students’ average score in reading, mathematics and science is based on data collected through the Programme
on International Students Assessment (PISA) co-ordinated by the OECD and refers to students aged 15.

® Mean proficiency in numeracy and literacy for the adult population is based on data collected through the
OECD Survey of Adult Skills, which is part of the Programme for the International Assessment of Adults
Competences (PIAAC) co-ordinated by the OECD. The indicator refers to adults aged 16-64.

An ideal set of measures of people’s education and skills would refer to both the cognitive and non-cognitive
skills of the entire population, based on standardised achievement scores and reflective of the broad range of
tasks necessary to live in modern societies. The indicators presented here are, at the current state of knowledge,
proxies for this ideal measure. They present, however, some limitations: first, most of them measure
individuals’ acquired abilities, without informing about how these abilities are actually used in life; second, they
measure cognitive skills while they do not capture non-cognitive and soft skills. The OECD project on Education
and Social progress is developing proxies of the latter.

Figure 2.16. Educational attainment
Percentage of adults aged 25-64 with at least upper secondary education
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Note: The first available year is 1998 for Denmark, Italy, the Netherlands and Portugal; 1999 for Luxembourg; 2002 for Estonia, Israel and
Slovenia; and 2007 for Chile and Brazil. For Norway and Switzerland data for 1997 and 2008 are not strictly comparable due to changes in
the classification. The latest available year for Brazil is 2009. The 2010 value for Japan is an OECD estimate.
Source: OECD (2012a), Education at a Glance 2012: OECD Indicators, OECD Publishing, Paris, http://dx.doi.org/10.1787/eag-2012-en and OECD
calculations.

StatLink iz http://dx.doi.org/10.1787/888932887958
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Figure 2.17. Education expectancy
Additional expected years in education from age 5 to 39, 2011
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Note: Data refer to 2009 for Canada and 2008 for the Russian Federation.
Source: OECD (2012a), Education at a Glance 2012: OECD Indicators, OECD Publishing, Paris, http://dx.doi.org/10.1787/eag-2012-en.
StatLink =P http://dx.doi.org/10.1787/888932887977

Figure 2.18. Cognitive skills of 15-year-old students

PISA mean scores in reading, mathematics and science
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Note: PISA scores are measured on a scale which is normalised to be 500 for the OECD average.
Source: Calculations based on OECD (2011), PISA 2009 at a Glance, OECD Publishing, Paris, http://dx.doi.org/10.1787/9789264095298-en.
StatLink Sazm http://dx.doi.org/10.1787/888932887996

area vary significantly among countries (Figure 2.19), especially in the domain of
numeracy. Japan and Finland are the countries with the highest levels of proficiency in
both numeracy and literacy while Italy and Spain perform poorly in both domains. Adult
competencies as measured by PIAAC are correlated to some degree to PISA scores.

Educational outcomes vary significantly across population groups. Educational
attainment is higher among younger women and younger generations (OECD, 2013c). Boys
aged 15 perform noticeably less well in reading than girls (see Chapter 4 and OECD, 2011),
and are more likely to be defined as having special educational needs. Girls aged 15 perform
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Figure 2.19. Gompetencies of the adult population
Mean proficiency in literacy and numeracy of adults aged 16-64, 2012
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Note: Data for Belgium refers to Flanders; data for the United Kingdom refer to England and Northern Ireland.
Source: OECD (2013h), OECD Skills Outlook 2013: First Results from the Survey of Adult Skills, OECD Publishing, Paris.
StatLink Susm http://dx.doi.org/10.1787/888932888015
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somewhat less well in mathematics than boys, with the gender gap in performance being
smaller in mathematics than in reading. Children of immigrant origins tend to perform less
well than native pupils (OECD, 2011). In addition, individual educational outcomes are
strongly related to parents’ socio-economic background (Figure 2.20) especially in Hungary,
Belgium and Luxembourg. In general, adult men have stronger competencies than adult
women, especially in the numeracy domain (OECD, 2013d).

Figure 2.20. Cognitive skills of 15-year-old students by socio-economic background
PISA mean scores in reading, mathematics and science
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Note: The figure shows average PISA scores in reading, mathematics and science for students with high socio-economic background

(defined as the top quintile of the PISA index of economic, social and cultural status) and low socio-economic background (defined as the

bottom quintile of the the PISA index of economic, social and cultural status).

Source: Calculations based on OECD (2010), PISA 2009 at a Glance, OECD Publishing, Paris, http://dx.doi.org/10.1787/9789264095298-en.
StatLink = http://dx.doi.org/10.1787/888932888034
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Social connections

56

Beyond the intrinsic pleasure that people derive from spending time with others,
social connections have positive spill-over effects for individual and societal well-being.
People with extensive and supportive networks have better health, tend to live longer, and
are more likely to be employed. At a society-wide level, social connections can generate
shared values - such as trust in others and norms of reciprocity — which influence a range
of outcomes, including economic growth, democratic participation and crime levels.

Across OECD countries, around 90% of people report having someone to count on in
time of need (Figure 2.21). Social support networks (see Box 2.7 for the definition) appear to
be weakest in Turkey, Mexico, Korea and Greece, and strongest in Iceland, Ireland, the
United Kingdom and Switzerland. In Turkey and Mexico, the share of respondents
declaring that they have no relatives or friends to turn to in case of need is more than four
times higher than in Ireland and Iceland.

Box 2.7. Measuring Social connections

The headline indicator for social connections presented above refers to perceived social
network support. It measures the proportion of people who respond positively to the
question: “If you were in trouble, do you have relatives or friends you can count on to help
you whenever you need them, or not?”. While this question does not detail the types of
support that might be expected, it provides a general measure of perceived social network
support. Data for this indicator come from the Gallup World Poll. While they are collected
through the same questionnaire and rely on well-tested questions, the sample size is
small: this requires special caution when comparing countries.

Ideally, a set of indicators of social connections should describe a range of different
relationships, as well as the quality of those relationships and their resulting outcomes, for
both the individual concerned (i.e. emotional and financial support, job opportunities,
social isolation) and for society as a whole (i.e. trust in others, tolerance, democratic
participation, civic engagement). Some of the most common approaches to measuring
social connections have relied on indirect indicators, such as statistics on membership of
associations (e.g. sporting clubs, religious or professional organisations) or on the density
of voluntary organisations in a given area. However, such measures have been criticised
because they are limited to participation in formal networks, and do not describe informal
connections such as those that people maintain with friends and relatives. Moreover,
formal membership in associations, and its importance for people’s well-being, can differ
over time and across countries, thus hampering international comparability.

There are various official surveys that collect information on social networks and
personal relationships, for instance the General Social Surveys in Australia, Canada and
New Zealand. However, most official statistics on social connections are not
internationally comparable (Scrivens and Smith, 2013).

People’s social support networks tend to weaken as they get older until late in their
working life, but they increase again over the age of 65. This “U-shaped” pattern may reflect
the supportive role played by parents in the case of youth, and by grown-up children and
their spouses in the case of elderly people. Education and economic status also influence
social network support, with low-educated people less likely to report having someone to
count on in times of need (Figure 2.22). Differences in social network support also exist
when comparing the upper- and lower-income quintiles.
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Figure 2.21. Perceived social network support
Percentage of people who have relatives or friends they can count on, 2012
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Note: The latest available year is 2011 for Chile and the United Kingdom.
Source: Gallup World Poll, www.gallup.com/strategicconsulting/en-us/worldpoll.aspx.
StatLink =azm http://dx.doi.org/10.1787/888932888053

Figure 2.22. Social network support by educational level
Percentage of people saying they have relatives or friends to count on, 2012
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Note: The latest available year is 2011 for Chile and the United Kingdom.
Source: Gallup World Poll, www.gallup.com/strategicconsulting/en-us/worldpoll.aspx.
StatLink Sasm http://dx.doi.org/10.1787/888932888072

Civic engagement and governance
Civic engagement allows people to express their political voice and contribute actively
to the functioning of society. Civic engagement may also increase people’s sense of
personal effectiveness and control over their lives. Finally, it allows individuals to develop
a sense of belonging to their community, trust in others and a feeling of social inclusion.

Voter turnout (see Box 2.8 for the definition) varies substantially across OECD
countries (Figure 2.23, Panel A), partly due to differences in electoral systems. Australia’s
voter turnout rate is the highest in the OECD area, partly reflecting the fact that voting is
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Box 2.8. Measuring Givic engagement and governance

The two headline indicators of civic engagement and governance presented above are
defined as follows:

@ The voter turnout rate measures the extent of electoral participation in major national
elections. Voter turnout is defined as the ratio of the number of individuals who cast a
ballot during an election (whether this vote is valid or not) to the population registered to
vote. As institutional features of voting systems vary a lot across countries and by types of
elections, the indicator shown here refers to the elections (parliamentary or presidential)
that have attracted the largest number of voters in each country. Voter turnout can also be
compared to the voting-age population (generally defined as the population aged 18 or
more) which would lead to different country rankings. The number of votes casted is
gathered from National Statistical Offices and National Electoral Management Bodies. The
voter turnout is compiled by the International Institute for Democracy and Electoral
Assistance (IDEA).

® The indicator on formal consultation processes in law making measures the extent to
which citizens are consulted at key stages of the design of regulatory proposals, and
whether mechanisms exist for the outcome of that consultation to influence the
preparation of draft primary laws and subordinate regulations. This indicator has been
computed based on responses to the OECD’s survey of regulatory management systems,
where respondents are government officials in OECD countries. It is based on questions
about the existence of formal procedures enabling the general public, business and civil
society organisations to impact regulation and governmental actions, and on whether
citizens’ views on such consultation procedures are made public. The underlying data
come from the OECD’s survey of regulatory management systems and are compiled by the
OECD.

Anideal indicator set of civic engagement would measure whether citizens are involved in
a range of civic and political activities that enable them to effectively shape the society in
which they live. Similarly, indicators of the quality of governance should measure whether
public policy is effective and transparent in achieving its stated goals, and whether
individuals trust the government and the institutions of the country where they live. Voter
participation is only a proxy for some of these activities. Differences across countries in
institutional features of the voting systems affect cross-country comparisons of voter
turnout indicators.

The indicator of consultation on rule-making relates to the efforts made by governments
to engage citizens in political life and captures the possibility given to individuals to have a
say in the framing of new policies. However, it measures only one aspect of the transparency
of consultations, and suffers from several drawbacks that might hamper cross-country
comparability. First, countries that undertake extensive consultation of social groups — such
as trade unions, employers associations or consumer organisations - may not necessarily
score well, as the indicator refers to consultion with the general public. Second, the indicator
does not provide information on whether the consultation system works well, which
depends on country-specific context and would require more in-depth analysis. Finally,
different consultation methods might be more appropriate in different countries, depending
on their cultural, institutional and historical contexts.

compulsory there. Switzerland has one of the lowest voter turnout rates due to the high
frequency of elections in the country. In general, voter turnout is high in Nordic countries
and low in Eastern European countries. The number of foreigners or people not entitled to
vote may also influence voter turnout (Figure 2.23, Panel B). Many countries experienced
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Figure 2.23. Voter turnout
Panel A. Percentage of votes cast among the population registered to vote
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Panel B. Percentage of votes cast among the voting-age population
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Note: The first available year is 1980 for Australia, Canada, Germany, Japan, Portugal and the United States; 1981 for Belgium, Denmark,
France, Greece, Ireland, Israel, the Netherlands and New Zealand, Norway; 1982 for Finland, Mexico, Spain and Sweden; 1983 for Austria,
Iceland, Italy, Switzerland, Turkey and the United Kingdom; 1984 for Luxembourg; 1989 for Chile, Poland and Brazil; 1990 for the
Czech Republic, Estonia, Hungary and the Slovak Republic; 1992 for Slovenia; 1993 for the Russian Federation; and 1997 for Korea. The
latest available year is 2013 for Iceland and Italy; 2012 for Finland, France, Greece, Israel, Japan, Korea, Mexico, the Netherlands, the
Slovak Republic and the Russian Federation; 2010 for Australia, Belgium, the Czech Republic, Hungary, Poland, Sweden, the
United Kingdom, and Brazil; 2009 for Chile, Germany, Japan, Luxembourg and Norway; and 2008 for Austria, Italy and the United States.
Presidential elections, instead of parliamentary and legislative elections, are considered for Finland, France, Korea, Mexico, Poland,
United States, Brazil and the Russian Federation.
Source: IDEA (International Institute for Democracy and Electoral Assistance), www.idea.int/.

StatLink Sazm http://dx.doi.org/10.1787/888932888091

declining voter turnout over the last three decades, following a long-term increase in
previous decades. This decline in civic participation is less visible in other major
economies. In the Russian Federation the voter turnout has increased sharply since the
mid-1990s (Figure 2.23, Panel A).
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Figure 2.24. Formal and open consultation processes on rule-making
Composite index, 2005 and 2008/09
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Note: The composite indicator rises with the number of key elements of open and formal consultation used in various countries.
However, it does not gauge whether these processes have been effective.
Source: : OECD (2009), Indicators of regulatory management systems: 2009 report, www.oecd.org/gov/regulatory-policy/44294427 .pdf.
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In most OECD countries, citizens’ consultations on rule-making (see Box 2.8 for the
definition) have become more formalised and frequent, but large disparities in country-
practices remain (Figure 2.24). The openness of consultation has significantly increased in
Australia, the Czech Republic, Mexico and Hungary, while it has slightly decreased in
Finland, the Netherlands, the Slovak Republic and Switzerland. While this indicator
captures institutional efforts in involving citizens in rule-making processes, it does not
necessarily measure effective participation or whether these consultations have an
influence on the policies that are finally adopted.

Even if the right to vote is universal in all OECD countries, not everyone exercises this
right. Young people typically report lower participation rates in elections than people aged 65
and over (OECD, 2011). Differences by educational attainment are also large. Across OECD
countries, voter turnout is 12 percentage points higher for people with tertiary education
than for those with less than secondary education. Finally voter turnout rates increase with
individual income (Figure 2.25). The differences in voter turnout between rich and poor
people are particularly large in the United Kingdom, Poland, Switzerland, the United States
and Korea while they tend to be nil or very small in Brazil and Chile, as well as in Japan
and Ireland.

Environment quality

Quality of life is strongly affected by a healthy physical environment. The impact of
environmental pollutants, hazardous substances and noise on people’s health is sizeable.
The environment also matters intrinsically as many people attach importance to the
beauty and the healthiness of the place where they live, and because they care about the
degradation of the planet and the depletion of natural resources.
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Figure 2.25. Voter turnout by income
Percentage of votes cast over the registered population, 2009 or latest available year
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Note: Data refer to 2011 for Estonia, Finland and Turkey; 2010 for Brazil, the Czech Republic, the Netherlands and the Slovak Republic;
2008 for Austria, Canada, Korea, New Zealand, Slovenia, Spain and the United States; 2007 for Australia, France, Ireland, Japan, Poland
and Switzerland; 2006 for Israel, Italy and Sweden; 2005 for the United Kingdom; 2004 for the Russian Federation; 2003 for Belgium; 2002
for Hungary and 2001 for Denmark.

Source: Module 2 and 4 of the Comparative Study of Electoral System (CSES).
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In the last two decades, concentrations of particulates (PM;g) in the air people breathe
(see Box 2.9 for the definition) have significantly decreased in all OECD countries
(Figure 2.26), although many countries are still well above the annual limit of 20 ug/m3
recommended by the World Health Organization. These concentration levels are highest in
Chile and lowest in Estonia and Sweden. PM;, concentrations have drastically dropped in the
Russian Federation, Israel and in Eastern European countries (including Estonia, the Czech
and Slovak Republics), where reductions in air pollutants were mostly the result of structural
shifts in the economy and the introduction of cleaner vehicle engine technologies.

In 2012, a large majority of respondents in OECD countries reported being satisfied
with the quality of local water (see Box 2.9 for the definition). In Australia, Norway, Iceland
and the United Kingdom more than 90% of the population expressed contentment over
water quality. However, in some countries such as Turkey, Israel and Greece, the proportion
of those satisfied with water quality is much lower. In the Russian Federation, only one in
two respondents reported being satisfied with water quality (Figure 2.27).

The association between fine-particle pollution in the air and heart and respiratory
diseases is mediated by many factors, including people’s occupation, age, gender,
underlying disease, smoking, health habits, body mass, education and income. National
and local studies of the adverse health effects of air pollution have shown that certain
groups of the population are especially vulnerable to air pollution and other environmental
hazards. The very young and the very old are more at risk than the rest of the population
(OECD, 2011). People with pre-existing cardiovascular and respiratory conditions are also
more susceptible to ambient PM.
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Box 2.9. Measuring environmental quality

The two headline indicators of environmental quality presented above are defined as
follows:

® Air quality is measured as the urban-population weighted average of annual
concentrations of particulate matters less than 10 microns in diameter (PM) in the air in
residential areas of cities with more than 100 000 residents. Particulate matters consist of
small liquid and solid particles floating in the air, and include sulphate, nitrate, elemental
carbon, organic carbon matter, sodium and ammonium ions in varying concentrations.
PM;, also comprise smaller particles, such as PM, 5, which are thought to be the most
poisonous. The data shown here are based on World Bank statistics.

® Satisfaction with water quality captures people’s subjective appreciation of the
environment where they live, in particular the quality of the water. It is based on the
question: “In the city or area where you live, are you satisfied or dissatisfied with the
quality of water?” and it considers people who declared being satisfied with local water
quality. Data come from the Gallup World Poll.

The concept of “environmental quality” is broad, and an ideal set of indicators would
inform on a number of environmental media (soil, water, air), on people’s access to
environmental services and amenities, as well as on the impact of environmental hazards on
human health. Unfortunately, available data are scattered and not comparable across
countries.

Measuring air pollution is also challenging, as air quality is the result of a complex
mixture of pollutants that may vary over time, space and form. The indicator of air
pollution presented here is based on good-quality time-series data that allow comparisons
across countries and over time. Improvements in pollution monitoring and statistical
techniques during the last decades have enhanced the ability to measure air pollution and
provided a broad picture of how pollution affects people living in urban spaces. However,
these data are limited in several respects. First, they relate to annual levels, and thus do
not capture important variations at smaller time scales (e.g. hours or months). Second, air
pollution data assume that everyone living in an urban area is equally exposed; in practice,
personal exposure varies substantially, depending on where people live and work, their
occupations, lifestyles and behaviours.

Subjective data on environmental quality provides critical information on environmental
conditions and people’s appreciation of the environment where they live. The indicator of
satisfaction with water quality is based on data drawn from the Gallup World Poll, a
non-official survey characterised by small samples; this suggests that the evidence drawn
from this measure must be taken with caution.

Short-term effects of high PM;, concentration appear to be restricted largely to people
with low socio-economic status, due to a combination of greater susceptibility and higher
exposure. Moreover, attributes of poor education (e.g. nutritional status, increased
exposure, lack of access to good-quality medical care) may affect people’s susceptibility to
fine-particle pollution. The impact of education on satisfaction with the quality of
environment is however mixed (Figure 2.28).
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Figure 2.26. Air pollution
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Note: Data are urban-population weighted PM,q levels in residential areas of cities with more than 100 000 residents in 2013. The first

available year is 1994 for Slovenia.

Source: World Bank, Data: PM, country level (micrograms per cubic meter, http://data.worldbank.org/indicator/EN.ATM.PM10.MC.M3.
StatLink Sazm http://dx.doi.org/10.1787/888932888148

Figure 2.27. Satisfaction with water quality
Percentage of satisfied people in the overall population, 2012 or latest available year
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Note: Data refer to 2011 for Chile, Japan, Korea, the United Kingdom and Brazil.
Source: Gallup World Poll, www.gallup.com/strategicconsulting/en-us/worldpoll.aspx.
StatLink Sasm http://dx.doi.org/10.1787/888932888167

Personal security

Physical security includes a wide range of threats to people’s lives, one of the most
common ones being crime. Some forms of crime may lead to the loss of life, while others
have a strong impact on the victims’ mental and physical health, both in the short and long
term. Crime also has large direct impacts on the well-being of non-victims, through the
increase in worry and anxiety.
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Figure 2.28. Satisfaction with water quality by educational level
Percentage of satisfied people among the higher educated and the lower educated, 2012 or latest available year
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Note: Data refer to 2011 for Chile, Japan, Korea, the United Kingdom and Brazil.
Source: Gallup World Poll, www.gallup.com/strategicconsulting/en-us/worldpoll.aspx.
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In most OECD countries, homicide rates (see Box 2.10 for the definition) are low, and
well below the OECD average of 2.23 homicides per 100 000 people. They are, however, more
than twice as high in the United States and even higher in Mexico, Brazil and in the
Russian Federation. Over the past ten years or so, homicide rates have declined or remained
stable in all OECD countries, with the exception of Luxembourg, Korea and especially Mexico,
where the national homicide rate has almost doubled. A sharp decline in homicide rates has
taken place in Brazil, the Russian Federation and Estonia (Figure 2.29).

In 2012, only a small minority of people (4%) in OECD countries reported that they had
been victim of an assault (see Box 2.10 for the definition) over the preceding 12 months
(Figure 2.30). Self-reported victimisation rates for Canada, Iceland, the Netherlands, the
United States and Turkey are below 2 percentage points. However, the self-reported
victimisation rate is twice as high in Brazil and Chile, and much higher in Mexico (13%).

Homicide rates for men are usually far greater than those affecting women (Chapter 4).
The group most at risk of being victims of homicide are young men between the ages of 15
and 29 (OECD, 2011). High youth homicide rates reflect patterns of criminal activity, such as
gangs and drug smuggling. Women are, however, the primary target of domestic and
intimate partner violence, and they are usually more fearful of crime than their male
counterparts. In the case of contact and property crimes, socio-economic inequality seems
to play a central role in the occurrence of criminal victimisation as disadvantaged people are
more likely to perpetrate and to be victims of crimes.
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Box 2.10. Measuring Personal security
The two headline indicators of personal security presented above are defined as follows:

® Reported homicides measure the number of intentional homicides reported to the police
each year, per 100 000 people. The data come from the United Nations Office on Drugs
and Crime (UNODC) and are based on national data collected from law enforcement,
prosecutor offices, and ministries of interior and justice, as well as from Interpol,
Eurostat and regional crime prevention observatories.

® Self-reported victimisation refers to the percentage of people who declare that they have
been victim of an assault crime in the last 12 months. The data presented here are
drawn from the Gallup World Poll.

A set of ideal indicators of personal security would inform about the various crimes and
offenses experienced by individuals, weighting these crimes according to their seriousness.
However, official records of these crimes may not be comparable across countries due to
differences in what is counted as crime in various countries and to changes in recording
practices. In addition, official police-based statistics tell only part of the story, as a large
share of crimes are neither reported nor recorded (the so-called “dark figure”). However,
homicide is the type of crime that is the least affected by the above-mentioned problems of
cross-country comparability, under-reporting and idiosyncratic classification. As the
majority of violent killings involve the use of some form of weapon, statistics on intentional
homicide also provide proxy information on overall levels of armed violence. However,
homicide rates only represent the most extreme form of contact crime.

Crime victimisation surveys are a critical tool for measuring people’s experiences with
respect to types of crime other than homicide. The indicator presented here refers to
assaults, thus excluding crimes against property that do not involve contact between the
victim and the offender. It is based on data from a non-official survey (the Gallup World Poll)
characterised by small sample sizes, a limit that is especially important for measuring
events that typically affect only a small proportion of the entire population. National crime
victimisation surveys exist in some countries but are not based on common standards and
methodologies; while available data from existing international surveys on the subject (the
International Crime Victim Survey) refer to the mid-2000s and are also based on small
samples.

Victimisation surveys bring into focus the extent of crime problems that affect ordinary
citizens most often and - if conducted at regular intervals based on an unchanged
methodology - provide measures of changes in levels of crime over time. However, due to
methodological limits, the available data provide only a proxy for the number of illegal acts
that occur in society. First, some crimes may be underestimated or overestimated due to
the subjective interpretation of what constitutes a crime by respondents. In addition, some
people may be reluctant to disclose information for incidents of a sensitive nature, such as
sexual assaults or inter-partner violence. Second, the accuracy of victimisation surveys is
influenced by the ability of people to recall past crimes: the longer the period elapsed, the
less likely it is that a victimisation will be recalled accurately. Finally, unconventional types
of crime such as corruption may be difficult to capture through household surveys.

A recent INEGI and UNODC report provides a roadmap to improve the availability and
quality of crime statistics at national and international level (http://unstats.un.org/unsd/
statcom/doc13/2013-11-CrimeStats-E.pdyf).
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Figure 2.29. Intentional homicides
Number of homicides per 100 000 persons
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Note: The latest available year is 2011 for Chile, Israel, Mexico and New Zealand; 2009 for the Czech Republic, Denmark, France, Iceland,
Japan, the Netherlands, the Slovak Republic and the United Kingdom; and 2008 for Luxembourg and Turkey. Data for the United Kingdom
are collected by three different jurisdictions (England and Wales, Scotland and Northern Ireland): the value shown here is the unweighted
average of the three.
Source: United Nations Office on Drugs and Crime (UNODC), www.unodc.org; Eurostat 2011, Crime and Criminal Justice Statistics is the source
for Austria, Denmark, Ireland and the Netherlands, http://epp.eurostat.ec.europa.eu/portal/page/portal/crime/introduction.
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Figure 2.30. Self-reported victimisation
Percentage of people declaring that they have been assaulted over the previous 12 months, 2010
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Note: Data refer to 2012 for Mexico; 2011 for Chile; 2009 for Estonia and Switzerland; and 2008 for Iceland and Norway.
Source: Gallup World Poll, www.gallup.com/strategicconsulting/en-us/worldpoll.aspx.
StatLink Si=r http://dx.doi.org/10.1787/888932888224

Subjective well-being

Subjective well-being reflects the notion that how people experience a set of life
circumstances is as important as the circumstances themselves and that people are the
best judges of how their own lives are going.
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Across OECD countries, the gap between countries with the highest and lowest life
satisfaction (see Box 2.11 for the definition) is approximately 3 points on an 11 point scale
(Figure 2.31). People in Switzerland, Norway, Iceland, Sweden, Denmark and the
Netherlands report the highest levels of life satisfaction. By way of contrast, people in
Hungary, Portugal and Greece report the lowest levels of life satisfaction. On average, in the
OECD area, people report a life satisfaction of 6.2. East Asian countries (e.g.Japan and
Korea) tend to report a lower level of life satisfaction than might otherwise be expected
given their economic development while, Latin American countries (e.g. Chile, Brazil, and
Mexico) show a higher level of life satisfaction than might otherwise be expected. This
finding might reflect cultural differences in reporting about life satisfaction but also the
importance of other factors shaping people’s quality of life that are unrelated to income.

While some OECD countries have a relatively equal distribution of life satisfaction
(e.g. much of Western Europe, Israel, Japan and New Zealand), others countries (e.g. Slovenia,
Portugal, Chile, and Brazil) display much wider distributions. In general, countries with a less
equal distribution of life satisfaction also tend to have a lower average level of life satisfaction.
However, there are exceptions; for example Mexico, Chile and Brazil combine a relatively high
spread in life satisfaction scores and very different levels of average life satisfaction.

Box 2.11. Measuring Subjective well-being

The headline indicator of subjective well-being, life satisfaction, reflects people’s
evaluation of their life as a whole. It is based on the Cantril Ladder (also known as the
“Self-Anchoring Striving Scale”), which asks people to rate their current life relative to the
best possible life (10) and to the worst possible life (0) for them. The score is computed as
the weighted sum of the different response categories. The data shown are drawn from the
Gallup World Poll, a non-official survey characterised by small sample tests. The evidence
from this indicator must therefore be taken with caution.

An ideal indicator of life satisfaction would make it possible to identify how the external
circumstances in which people live affect their life evaluations, and to reach judgements about
how different countries and population groups are faring. In practice, while the Cantril Ladder
represents the best available measure of overall life satisfaction, it does have some limitations:
how people respond to the Cantril Ladder can be affected by personality, mood, cultural
norms, and relative judgements. Some of these aspects, such as personality and mood, can
largely be ignored for the purposes of comparisons of average levels between countries, since
they are likely to cancel out in a sufficiently large sample. Other factors, such as the impact of
cultural factors on response styles, may be more significant and suggest caution in cross-
country comparisons.

For subjective well-being data to inform policies, data need to be collected based on large
and representative samples and in a consistent way across different countries and over
time. The OECD Guidelines on Measuring Subjective Well-Being provide international
recommendations on collecting, publishing, and analysing subjective well-being data.
They provide guidance on collecting information on people’s evaluations and experiences
of life, as well as on “eudaimonic” measures of psychological well-being. The guidelines
also include a number of prototype survey modules on subjective well-being that national
and international agencies can use in their surveys.
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Figure 2.31. Life satisfaction
Cantril Ladder, mean value in 2012

8.0

75

70 |

55 |

50 |

45

4.0

SESLSTES TP FRESTE F AL TFLF P EFELPES P SO o Fe®

Note: The Cantril Ladder is measured on a scale from 0 to 10 (see Box 2.11 for the definition). The latest available year
is 2011 for Chile.
Source: Gallup World Poll, www.gallup.com/strategicconsulting/en-us/worldpoll.aspx.
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In most of OECD countries low levels of education are associated with lower levels of
life satisfaction (Figure 2.32). This effect is strong in Portugal, Korea, Greece and Hungary.
Although there is a direct relationship between life satisfaction and education, this
correlation tends to weaken when measures of income and health status are also included
in the analysis (see Boarini et al., 2012) This suggests that education may contribute to
subjective well-being primarily through its impact on other life outcomes.

Figure 2.32. Life satisfaction by educational level
Cantril Ladder, mean value in 2012
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Note: The Cantril Ladder is measured on a scale from 0 to 10. The latest available year is 2011 for Chile.

Source: Gallup World Poll, www.gallup.com/strategicconsulting/en-us/worldpoll.aspx.
StatLink &i=r http://dx.doi.org/10.1787/888932888262
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Conclusions

This chapter has presented evidence of cross-country and over time differences in
well-being average outcomes in 11 dimensions. In addition, it has discussed selected
information on the distribution of well-being outcomes when such information exists.
Among OECD countries there are large differences in average well-being outcomes; this
holds true for all the well-being dimensions considered. The OECD area as a whole made
considerable progress in many well-being areas over the past twenty years or so; however
this trend does not hold for some well-being dimensions (e.g. jobs and electoral
participation) and, more importantly, it hides a great diversity of patterns among countries.
Finally, for many of the How’s Life? dimensions there remain large differences in well-being
outcomes across the population.
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Chapter 3

Well-being and the global
financial crisis

How did people’s life change during the global economic and financial crisis? In the
wake of the crisis, household income and wealth, jobs and housing conditions
deteriorated and have not completely recovered yet in many OECD countries. This
had the effect of increasing poverty and inequalities, especially among young people
and low-skilled workers. The number of discouraged workers and inactive people
has increased, as did perceived work-life conflicts for employed people. Clear
negative trends have also emerged in subjective well-being and civic engagement,
with increasing levels of stress, lower life satisfaction and decreasing trust in
national governments. Trends in other well-being dimensions, such as health and
social connections, are less clear. Information on short-term trends in well-being is
limited, however, and there is a need to improve the timeliness and frequency of the
statistical base used to guide short-term policy decisions in order to better take into
account households’ perspective.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli
authorities. The use of such data by the OECD is without prejudice to the status of the Golan Heights,
East Jerusalem and Israeli settlements in the West Bank under the terms of international law.



3. WELL-BEING AND THE GLOBAL FINANCIAL CRISIS

Introduction

This chapter uses the How’s Life? well-being framework presented in Chapter 1 to assess
trends in a range of economic and non-economic well-being outcomes since the start of the
global economic and financial crisis? at the end of 2007. It focuses on short-term
developments in the How’s Life? dimensions where changes are likely to have been the most
visible between 2007 and 2012. These dimensions include income and wealth, jobs and
earnings, health status, civic engagement, subjective well-being and social connections.
While there is also research on how the crisis may have affected other dimensions of
well-being that are not considered in this chapter (e.g. education and skills or personal
security, e.g. Dao and Loungani, 2010; Chowdury et al., 2013; OECD, 2013), these impacts are
usually visible in the medium to longer-term only: developments in these fields are therefore
not discussed here, as data are not yet available to present statistical evidence. The chapter
does not attempt to present any systematic inferences or analyses of the “causal” impacts of
the crisis on well-being outcomes (i.e. isolating the impact of the crisis from other drivers).
Its main objective is to present evidence on the most recent changes in people’s well-being.

The evidence presented in this chapter relies mainly on the How’s Life? headline
outcome indicators for the dimensions selected above, as these indicators provide the best
available evidence for international comparisons of well-being. However, these indicators
may not be sufficiently detailed to capture all the well-being implications of the crisis as
they are not compiled on a sufficiently frequent and timely basis and mainly refer to the
population as a whole rather than specific groups that may have been most exposed to the
crisis (e.g. the unemployed). Supplementary indicators, as well as indicators that are
disaggregated by age and socio-economic status, are therefore also used, along with
evidence from available research, to provide additional information on recent trends in
people’s well-being. While the chapter covers the majority of OECD countries, changes in
well-being outcomes are discussed in more detail for Europe and the United States as these
are the areas that have been the most affected by the global financial crisis.

The chapter only discusses evidence from the global financial crisis. It does not provide an
analysis of other economic and financial crises nor of the specific characteristics of the
sovereign debt crisis that some countries are facing. Finally, the chapter does not take any
stance on whether well-being outcomes observed before the crisis were sustainable or not;
therefore, it does not make any judgment on whether the observed changes in well-being
indicators could be interpreted as a “return to some equilibrium” in some countries.

Income and wealth

Between 2007 and 2009, real GDP per capita declined by almost 2.5% per year in the
OECD area as a whole, with slow growth resuming since 2010. Between 2010 and 2011 real
GDP per capita increased by 1% and remained flat in 2012. In 2012, the level of real GDP per
capita was, for the OECD area as a whole, still 1% below its pre-crisis level. By contrast,
national accounts measures of real household net (adjusted) disposable income per capita
(HNADI, the How'’s Life? headline indicator) showed more resilience than real GDP per
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Figure 3.1. Trends in real GDP and in real household income during the crisis
Per capita, US dollars at 2005 PPPs, 2007 = 100
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household net adjusted disposable income (HNADI). The OECD average excludes Chile, Israel, Iceland and Turkey. Data on real GDP per
capita for the OECD area as a whole are based on OECD estimates for New Zealand in 2010; and on OECD estimates for Australia, Canada,
Israel, Japan, Mexico and New Zealand in 2011. Data on real household net disposable income for the OECD as a whole are also based on
OECD estimates for Australia, Canada, New Zealand and Switzerland in 2011. All 2012 values are estimates based on OECD Economic
Outlook, No. 93. Household net disposable income estimate for 2012 for OECD excludes Greece.
Source: OECD (2013a), OECD National Accounts Statistics (database), http://dx.doi.org/10.1787/na-data-en; Statistics New Zealand; OECD
(2013), OECD Economic Outlook: Statistics and Projections (database), http://dx.doi.org/10.1787/16097408; OECD (2013), OECD Economic Outlook,
Vol. 2013/1, OECD Publishing, Paris, http://dx.doi.org/10.1787/eco_outlook-v2013-1-en; OECD calculations.

StatLink =a=m http://dx.doi.org/10.1787/888932888281

capita, with continued growth, albeit at very modest rates (Figure 3.1). In particular, real
household net (adjusted) disposable income per capita grew by 1% in 2009, when real GDP
per capita was falling most sharply (by 4%).

Across OECD countries, however, both the timing and the magnitude of changes in real
household disposable income per capita have differed markedly. In the euro area, the impact
of the economic crisis on real household income was more delayed than elsewhere but also,
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overall, more severe: real household disposable income per capita continued to increase up
to 2009 and started to decline from 2010 onwards. Between 2009 and 2012, real household
disposable income per capita dropped by more than 1% per year, with the largest decline
occurring in 2011, when real GDP per capita had started to pick up again. In 2012, both real
GDP and household net disposable income per capita dropped again. Overall, since the start
of the crisis, the largest declines in real household disposable income in Europe have
occurred in Greece (by more than 10% in both 2010 and 2011), Ireland (by nearly 3% in 2010,
and by more than 4% in 2011), Hungary (by 4% in 2009 and by 3% in 2010), Italy (by 3% in 2009
and by around 1% in both 2010 and 2011), Portugal (by 5% in 2011) and Spain (by above 4%
in 2010 and by 3% in 2011). By contrast, Norway, Poland and Switzerland experienced a
significant increase in real household disposable income (by 2% per year or more).

In the United States, changes in household net adjusted disposable income reflect more
closely movements in GDP, in terms of both timing and size: real household disposable income
per capita and real GDP per capita contracted by around 4% in 2009, with growth in both
aggregates resuming from 2010 onwards. By the end of 2012, real GDP per capita was almost
back to its pre-crisis level while real household net disposable income was 2% higher than
in 2007. In other (non-European) OECD countries, real household net (adjusted) disposable
income was generally more resilient to the crisis than real GDP per capita, notably in Korea and
Japan (Figure 3.1), as well as in Canada and Australia (Figure 3.A1.1 in Annex 3.A1l).

These different patterns in real household net disposable income per capita across the
OECD area reflect diverse patterns for both primary income (i.e. the sum of compensation
of employees, property income and operating surplus) and secondary income (i.e. social
transfers in kind received, cash transfers from the public sector, and taxes and social
security contributions paid by households), the two broad components of household
adjusted disposable income.

For the OECD area as a whole, household primary income per capita fell only in 2009
(by 2.6%) and increased from 2010 onwards (by more than 1% per year, Figure 3.2). The fall
in primary income per capita mainly reflected the decline in operating surplus (minus 4%
in 2009) and in property income (minus 9% in 2009), as compared to a more modest fall in
compensation of employees (minus 1% in 2009). Between 2007 and 2011, net transfers paid
by households fell by 20%, while social transfers in kind increased by 10%.

In the euro area, the fall in primary income per capita followed a similar pattern to that
of the OECD area as a whole, although both property income and operating surplus
continued their decline in 2010 (Figure 3.2). However, in contrast to patterns prevailing in the
OECD area as a whole, the redistribution of income through taxes and transfers towards
households sustained primary income only up to 2009; from 2010 onwards, net transfers
paid by households started increasing again, while social transfers in kind stagnated.

In the United States, the large fall in household primary income in 2009 (minus 8%)
resulted from a plunge in property income (minus 40%), a large decline in income from
self-employment and dwellings (minus 7%) and a smaller drop in compensation of
employees (minus 4%); conversely, secondary income (i.e. the income that government
redistributes to households) increased substantially just after the crisis (Figure 3.2). A
similar pattern occurred in Japan, where primary income fell significantly in 2009 as a
result of large declines in compensation of employees (minus 4%) and property income
(minus 9%), while secondary income increased significantly as a result of a strong
reduction in net transfers paid by households.
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Movements in secondary income per capita reflected the operation of both automatic

stabilisers and discretionary changes in fiscal policies. While both elements supported
household income in the early stages of the crisis up to 2009, general government deficits
started to narrow in 2010, as fiscal consolidation became a policy priority and economic

activity recovered timidly in some countries. The reduction of the government structural

primary deficit was the largest in the euro area, and was associated with a large decline in
real household disposable income per capita.

How have these changes in macro-statistics on household income affected households
with different characteristics? According to household microdata,? average household
income fell by 2% per year in real terms between 2007 and 2010 (the latest year available at

the time of writing). Low-income households were more affected by this contraction than
those at the top of the distribution (OECD, 2013d). Measured by the Gini coefficient, a
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standard measure of income dispersion, inequality in household disposable income in the
three years to 2010 edged up in a majority of OECD countries, but with virtually no change for
the OECD area as a whole (Figure 3.3). Changes in income inequality were, however, much
more significant when looking at pre-tax income inequality, for which the Gini coefficient
increased by 1.4% points in the three years to 2010, a larger rise than that recorded in the
previous twelve years. These increases in market income inequality were particularly large
in Ireland (8%) and Spain (6%), and also significant in Estonia, Hungary, Japan, Greece,
Slovenia and France. The different evolution of inequality measures for market income and
for disposable income reflected the mitigating effects of welfare systems, as tax and benefit
systems, reinforced by fiscal stimulus in the early phase of the crisis, offset most of the
negative impact of the crisis in that period (OECD, 2013d).

Figure 3.3. Inequality in household market income and disposable income
Percentage point change in the Gini coefficient, 2010 versus 2007
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Note: 2007 data refers to 2006 in the case of Chile and Japan; and to 2008 in the case of Australia, Finland, France, Germany, Israel, Italy,

Mexico, New Zealand, Norway, Sweden and the United States. 2010 data refers to 2009 in the case of Hungary, Japan, and Turkey; and

to 2011 in the case of Chile. 2010 data are provisional in the case of Austria, Belgium, the Czech Republic, Estonia, Finland, Greece,

Iceland, Ireland, Italy, Luxembourg, Poland, Portugal, Spain, the Slovak Republic and Slovenia. Household incomes are adjusted for

household size. Market incomes are reported net of taxes in Hungary, Mexico and Turkey.

Source: OECD (2013b), “Income Distribution”, OECD Social and Welfare Statistics (database), http://dx.doi.org/10.1787/data-00654-en.
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Similar developments are evident when looking at households the lower end of the
income scale (Figure 3.4). Relative income poverty, based on a threshold set at half of
median household income, remained stable, on average, in the OECD area between 2007
and 2010, with strong increases in Turkey and Spain and strong declines in Estonia and
Portugal.® On average, relative income poverty rose among children and youth, while it
declined among the elderly (OECD, 2013d). However, when measured against a threshold
anchored to half of the median income in 2005 (and adjusted for inflation in later years),
poverty in the OECD area increased more significantly between 2007 to 2010, with rises of
5 points or more in Ireland, Spain and Greece. As most of the fall in National Accounts
household disposable income occurred after 2010 in the euro area, the rise in “anchored”
poverty in this region is likely to be higher after 2010 as more up-to-date data become
available.*
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Figure 3.4. Income poverty rates
Percentage point changes in relative and “anchored” poverty rates between 2007 and 2010
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Notes: 2007 data refers to 2006 in the case of Chile and Japan; and to 2008 in the case of Australia, Finland, France, Germany, Israel, Italy,
Mexico, New Zealand, Norway, Sweden and the United States. 2010 data refers to 2009 in the case of Hungary, Japan, and Turkey; and to 2011
in the case of Chile. 2010 data are provisional for Austria, Belgium, the Czech Republic, Estonia, Finland, Greece, Iceland, Ireland, Italy,
Luxembourg, Poland, Portugal, Spain, the Slovak Republic and Slovenia. Household incomes are adjusted for household size. Market
incomes are reported net of taxes in Hungary, Mexico and Turkey. Changes in relative income poverty are measured relative to a threshold
set at 50% of median income in each year. Changes in poverty “anchored” in time are based on a threshold set at 50% of median income
in 2005, which is kept constant in real terms in later years. Estimates for anchored poverty are not available for Switzerland and Turkey.
Source: OECD (2013b), “Income Distribution”, OECD Social and Welfare Statistics (database), http://dx.doi.org/10.1787/data-00654-en.
StatLink sizr http://dx.doi.org/10.1787/888932888338

During the crisis households also experienced large financial losses, as witnessed by a
sharp increase in the number of household insolvencies and personal bankruptcies; for
instance, in Spain private insolvencies increased by 50% per year in the period 2008-11,
while in France and the Netherlands the increase was 20%. Personal insolvencies also rose
in other countries such as Austria, the United Kingdom, Finland and Sweden, although at
lower rates (Creditreform, 2012). In the United States, the increase in private insolvencies
between 2009 and 2011 is estimated above 10% (Liu and Rosemberg, 2011), and has been
shown to be significant in Canada too (Allen and Damar, 2012).

For the OECD area as a whole, net financial wealth per capita (the How’s Life? headline
indicator) declined by nearly 20% in 2008 (Figure 3.5, left-hand panel). This was followed by
a recovery of 7.5% per year between 2008 and 2010 and by a new decline of 7% in 2011, with
the rebound in financial markets pushing growth of net financial wealth into positive
territory in 2012.°> However, this overall trend masks diverse patterns across OECD
countries, in terms of both the initial impact of the crisis in 2008 and of the subsequent
recovery in household balance sheets. Households in Greece, Ireland and Poland were
more severely affected by the crisis, with their net financial wealth declining by more than
30% in 2008. Overall, households living in the euro area experienced smaller financial
losses in 2008-10 but in 2011 their net financial wealth was still significantly lower than in
the pre-crisis period. Japan and Luxembourg were the only two OECD countries that did not
record a decline in households’ net financial wealth in the wake of the crisis.

A rounded assessment of households’ balance sheets requires however looking
beyond financial wealth to consider non-financial assets, which in most OECD countries
represent the largest form of household wealth. Information on non-financial assets is
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Figure 3.5. Household financial and non-financial wealth
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more limited and less comparable.® Nevertheless, among the countries where data are
available, the National Accounts value of household dwelling per capita declined
significantly since 2007 in both the United Kingdom and the United States (up to 2011)
(Figure 3.5, right-hand panel). By contrast, dwelling wealth remained above 2007 levels in
the other OECD countries for which similar information is available.” Housing prices
provide additional information on households’ non-financial wealth during the crisis.
Between 2007 and 2012, real housing prices declined by more than 15% in the OECD area,
with the largest fall occurring in Ireland, Spain and the United States. In the United States,
the fall in house prices has most affected median-income households, whose largest share
of wealth is held in residential housing (Smeeding, 2012).

Although there is some evidence that the crisis has especially affected the balance
sheets of the poorest households (e.g. Fondeville et al., 2010), little is known on the
distribution of household wealth because of very limited comparable information in this
area. Evidence from individual countries suggests, however, that changes in the distribution
of household wealth can be quite different from those pertaining to the distribution of
household income. In the United States, for example, mean household net worth declined by
around 15% from 2007 to 2010, as compared to a 40% decline in median net worth (i.e. wealth
inequality increased during the period, as measured in the Survey of Consumer Finances). The
US Survey of Consumer Finances also shows that middle-class families lost the most wealth, in
proportional terms, while those at the top had, by 2010, recovered all the wealth that they
had lost in the recession. This pattern arises because middle-class losses in the housing
market have been substantial and persistent. Indeed, home values for the middle class (their
biggest asset) dropped 30% nationwide from their 2006 peak, with little sign of recovery
(Smeeding, 2012). In Canada, the lowest-income households experienced higher rates of
default during the crisis than other households (Allen and Damar, 2012). Beyond its effect on
household balance sheets, the crisis also reduced households’ capacity to cope with housing
expenses (Box 3.1), increasing their financial insecurity.®
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Box 3.1. The impact of the crisis on housing conditions
in Europe and the United States

Beyond affecting the financial position of households, the crisis has also brought changes in housing
conditions. The most obvious change pertains to the capacity of households to meet housing expenses. In
Europe, the percentage of the population living in households whose total housing costs (net of housing
allowances) exceeded 40% of their income increased marginally between 2007 and 2011, with more
significant increases in Spain, Estonia and Ireland (from 7% to 9%) for owners who are still repaying their
mortgages (Figure 3.6). The share of people reporting that total housing costs were a heavy burden has also
increased since 2007, especially in countries where household disposable income has fallen the most, such
as Greece, Hungary, Ireland and Spain (Figure 3.6, Panel B). Similarly, according to the 2012 wave of the
European Quality of Life Survey, the percentage of European people reporting that it is quite or very likely they
will need to leave their accommodation within the next six months because they can no longer afford it
rose from 4% in 2007 to almost 6% in 2011.

Figure 3.6. Housing costs in Europe

Panel A. Housing cost overburden rate in the Euro area Panel B. Heavy financial burden of total housing costs
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Note: Panel A shows the percentage of the population living in households where the total housing cost (“net” of housing
allowances) represent 40% or more of their equivalised disposable income in the euro area. Panel B presents the percentage of the
population reporting that the total housing costs represent a heavy burden.
Source: OECD calculations based on the European Union Statistics on Income and Living Conditions (EU-SILC), http://
epp.eurostat.ec.europa.eu/portal/page/portal/microdata/eu_silc.
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In Europe, self-reported housing affordability also deteriorated more significantly for people in the lowest
income quintile, especially in countries experiencing the largest declines in housing markets or real GDP
(Spain, Ireland). The share of poor households living in poor housing conditions (e.g. a leaking roof, damp
walls, floors or foundation, or rot in window frames or floors) also increased between 2007 and 2010
(Eurostat, 2013). In Europe the crisis has also hit housing conditions through lower public budgets allocated
to social housing, and longer waiting list for social housing (CECODHAS, 2012a and 2012b).

In the United States there is also evidence that the impact of the crisis on housing conditions went
beyond the financial strain associated to it, and included:

® An increase in the number of “doubling up” moves. Doubling up occurs when an individual or family
moves in with another household forming a multi-adult household. In the United States around 20% of
households were affected by doubling up as either “mover” or “recipient”. Between 2011 and 2008 doubling
up increased compared with 2004-07 (Collins and Smeeding, 2012; Seltzer et al., 2012).

® Anincrease in the number of “moving down” moves. Moving down occurs when the loss of a job or other
adverse factors precipitates a housing crisis (e.g. foreclosure, eviction) that leads a household to move
from ownership to renting or to a rent-free situation. In 2010 about 18.5% of all US households who
doubled up moved down as well (Berger et al., 2012).
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Jobs and earnings

Employment and labour market conditions have deteriorated markedly since the start of
the global financial crisis. Between 2007 and 2011, employment rates (one of the How’s Life?
headline indicators) fell between 4 and 10 percentage points in Iceland, Slovenia, Portugal, the
United States, Estonia and Denmark, and by more than 10 percentage points in Ireland, Greece
and Spain (Figure 3.7, Panel A). Since 2011, employment rates have started to recover in the
United States, while they have declined further in the euro area, thus paralleling trends in real
GDP per capita in both areas. Throughout the crisis unemployment spells increased in the
OECD area, with long-term unemployment doubling between 2008 and 2012. The increase in
long-term unemployment rate was particularly large in the euro area (from 2.6% to 5.5%
between 2008 and 2012) and smaller in Japan (from 1.3% to 1.7% between 2008 and 2012). In the
United States, the sharp rise in the long-term unemployment rate observed between 2008
and 2010 came to a halt in 2010 and was followed by a decline in 2012.

Figure 3.7. Employment and long-term unemployment rate

Panel A. Employment rate Panel B. Long-term unemployment rate
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Source: OECD (2013c), Labour Force Statistics (database), http://dx.doi.org/10.1787/Ifs-Ifs-data-en; OECD calculations.
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Youth and low-skilled workers were the two groups experiencing the largest declines
in employment rates (Figure 3.8, Panel A). In addition, between 2007 and 2010, the share of
youth not in employment, education or training (the so-called NEETs) also increased by
1 percentage point in the OECD area (Figure 3.8, Panel B), with the highest increases
observed in Ireland (7 percentage points) and Spain (6 percentage points) where NEET rates
were already high before the crisis. The higher share of youth not in employment,
education or training mainly reflected a rise in youth unemployment rates, although in
Belgium, Ireland, Italy and Luxembourg the share of inactive youth not in education or
training also increased significantly (OECD, 2012a).

Changes in unemployment rates mirror those in employment rates. In the OECD area as
a whole, the unemployment rate started moving up towards the end of 2008, and continued its
upward trend until 2012. Youth were among the most affected for the OECD area as a whole,
the youth unemployment rate was above 16% in 2012 compared with 12% before the crisis. The
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Figure 3.8. Youth and low-skilled workers in the labour market
Panel A. Employment rate of different groups relative to that Panel B. Percentage of youth population not in education and
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Source: OECD (2012a), OECD Employment Outlook 2012, OECD Publishing, Paris, http://dx.doi.org/10.1787/empl_outlook-2013-en (Panel A);

OECD (2012b), Education at a Glance 2012: OECD Indicators, OECD Publishing, Paris, http://dx.doi.org/10.1787/eag-2012-en (Panel B).
StatLink Sazm http://dx.doi.org/10.1787/888932888414

youth unemployment rate was around 30% or above in Italy, Ireland, Portugal and the
Slovak Republic, and above 45% in Spain and Greece. In general, the average duration of
unemployment also increased during the crisis, with the probability of exiting from
unemployment declining with the time spent in unemployment (OECD, 2012a).° The lower
probability of exiting unemployment resulted in an increase in long-term unemployment rates
(those unemployed for 12 months and more; the second How’s Life? indicator) in many OECD
countries (Figure 3.7, Panel B). Long-term unemployment rates increased in particular in
Iceland, Ireland, Estonia, Greece, Spain and the United States.

Beyond rising unemployment, many OECD countries also experienced an increase in
the share of discouraged workers in the labour force (i.e. inactive persons who want and
are available to work, but are not currently looking for a job because they believe that there
are no jobs available). While national definitions of discouraged workers differ somewhat
across countries, over the five years to 2011 their share increased by around 0.4% in Spain
and the United States, where it started to decline in the course of 2012 (Figure 3.9, Panel A).
In the euro area, however, the share of discouraged workers remained on an upward trend.
In the OECD area as a whole, inactivity increased especially among youth and prime-age
workers with low and medium skills, explaining most of the increase in non-employment
for these categories of workers (Figure 3.9, Panel B).

Working conditions deteriorated for those who remained in employment during the
crisis. In a majority of OECD countries, the share of people who work part-time because
they cannot find a full-time job (i.e. involuntary part timers) went up, rising by around
1 percentage point for the OECD area as a whole between 2007 and 2011 (four times as
much as in the five-year time period before the crisis, Figure 3.10).
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Figure 3.9. Discouraged workers and inactive persons
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Note: In Panel A, discouraged workers are persons not in the labour force who want and are available for a job and who have looked for
work sometime in the past 12 months (or since the end of their last job if they held one within the past 12 months), but who are not
currently looking because they believe there no jobs are available or there are none for which they would qualify. OECD euro area refers
to 12 countries, as no data are available for Estonia, Italy and the Slovak Republic.

In Panel B, OECD is the weighted average of 28 countries: Austria, Belgium, Canada, the Czech Republic, Denmark, Estonia, Finland,
France, Germany, Greece, Hungary, Iceland, Ireland, Italy, Luxembourg, Mexico, the Netherlands, Norway, Poland, Portugal, the
Slovak Republic, Slovenia, Spain, Sweden, Switzerland, Turkey, the United Kingdom and the United States.

Source: : OECD Labour Force Statistics (database) http://dx.doi.org/10.1787/lfs-Ifs-data-en; OECD (2013), Employment Outlook, OECD Publishing,

http://dx.doi.org/10.1787/empl_outlook-2013-en.

StatLink sizr http://dx.doi.org/10.1787/888932888433

Figure 3.10. Involuntary part-time workers
As a percentage of total employment
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Temporary workers bore the brunt of the job crisis as they were the first to be made
redundant (Figure 3.11, Panel A). Temporary employment fell markedly in Spain, Iceland,
the Russian Federation and the Slovak Republic, while it increased in Luxembourg, Greece
and Hungary. However, as economic activity resumed in 2010, temporary work started
increasing again in the OECD area (Figure 3.11, Panel B) reflecting a reluctance of employers
to re-hire workers on open-ended contracts in times of continued economic uncertainty
(OECD, 2012). Temporary work increased especially in Estonia and in the Slovak Republic.

In Europe, there is also evidence that perceived work intensity increased during the
crisis, while the overall effect on perceived job quality was ambiguous (Gallie et al., 2013).
On the positive side, evidence from the European Social Survey highlights an up-grading of
jobs (i.e. a move towards more qualified tasks) for those in work (Talhin, 2013) as well as an
increase in workers’ perceived job control (possibly reflecting employers’ efforts to increase

Figure 3.11. Temporary and permanent employment
Panel A. Percentage change in temporay and permanent employment over the period 2007- 09
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Source: OECD (2010), “Labour Market Statistics: Employment by permanency of the job”, OECD Employment and Labour Market Statistics
(database), http://dx.doi.org/10.1787/data-00296-en; OECD (2013c), Labour Force Statistics (database), http://dx.doi.org/10.1787/Ifs-Ifs-data-en.
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workers’ commitment). On the negative side, there has been an overall reduction of
employer-provided training, which was greater in the countries most affected by the crisis.
In addition, evidence from the same survey suggests an increase in job polarisation (see
Goos et al., 2013 for corroborating evidence) as well as higher work pressure especially in
companies experiencing financial difficulties and staff dismissals. In turn, the increase in
work intensity negatively affected work-life balance (Box 3.2).

Box 3.2. Work-life balance in Europe

Work-life conflict, as perceived by European workers, seems to have become somewhat more acute in the
years after the start of the crisis (Figure 3.12), due to a combination of higher perceived work pressure, a rise
in unsocial hours and an increase in perceived job insecurity (McGinnity and Russell, 2013). Perceived work
pressure can be measured in the European Social Survey based on the following questions: “My Job requires
that I work very hard”; and “I never seem to have enough time to get everything done in my job”. Based on
this definition, work pressure increased in several European countries over the period from the latest year
available before the crisis (2004) to the latest year available after the crisis (2011). The increase was
particularly strong in Southern countries, France and other Continental European countries. Increased
work pressure may have originated from firms restructuring in the wake of the crisis but also from the
increased financial strains on households hit by unemployment or pay cuts (Gallie and Zhou, 2013).
Increased work pressure has also been accompanied by a rise in unsocial hours worked, especially in some
countries severely hit by the crisis such as Greece, Spain and Estonia. Unsocial hours are particularly
detrimental for work-life balance, notably with respect to family commitments (Barnes et al., 2006).

Figure 3.12. Perceived work-family conflict
Scale 0-5, average score, 2004 and 2010
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Notes: The figure shows the average score to four questions: “How often do you keep worrying about work problems when you are
not working”; “How often do you feel too tired after work to enjoy the things you would like to do at home?”; “How often do you
find that your jobs prevent you from giving the time you want to your partner or family?”; and “How often do you find that your
partner or family gets fed up with the pressure of your job?”. Each of these questions is asked on a scale from 0 to 5, where 0 is
“never” and 5 is “always”. Data are country-averages of individual responses to these questions from employees in couples,
aged 20-64.
Source: OECD calculations on the European Social Survey based on McGuinnity and Russell (2013); Gallie, D. and Y. Zhou (2013),
“Job Control, Work Intensity and Work Stress”, in D. (ed.), Economic Crisis, Quality of Work and Social Integration. The European
Experience, Oxford University.
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For the OECD area as a whole, real earnings continued to increase during the crisis,
although at a slower pace than in the previous decade (from 1% per year in the
period 2000-07, to 0.5% between 2007 and 2011, Figure 3.13, upper left-hand panel). A
similar upward trend is visible when looking at different points of the earnings
distribution, in both the OECD area and in European countries that are OECD members
(upper right-hand panel). However, in the United States, average earnings of workers at the
bottom and middle of the earnings distribution declined in the wake of the crisis, while
those of workers at the top of the distribution continued to increase (Figure 3.13, lower
left-hand panel). Conversely, in Japan top earnings have been hit the most by the crisis

Figure 3.13. Trends in gross annual earnings
Full-time and full-year equivalent dependent employees in the total economy, 2007 = 100
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Note: The OECD average includes Australia, Austria, Belgium, Canada, Germany, Denmark, Spain, Finland, Greece, Hungary, Ireland,
Israel, Japan, Korea, Norway, New Zealand, the Slovak Republic, Sweden, the United Kingdom and the United States. OECD Europe
includes Austria, Belgium, Germany, Denmark, Spain, Finland, Greece, Hungary, Ireland, Norway, the Slovak Republic, Sweden and the
United Kingdom.
Source: OECD (2010), “Earnings — Gross earnings: decile ratios”, OECD Employment and Labour Market Statistics (database), http://dx.doi.org/
10.1787/data-00302-en.
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while low-pay earners have been the least affected (Figure 3.13, lower right-hand panel).
These findings should be interpreted with care, however, as they may mask composition
effects (e.g. the decrease of temporary work at the onset of the crisis documented above).

Beyond short-term effects, there may be longer-term consequences on earnings.
Displaced workers typically experience a decline in wages compared to their pre-displacement
job and to similar workers who were not displaced (Dao and Loungani, 2010; von Watcher
et al,, 2009). Sustained earnings losses may stem from “cyclical downgrading” (i.e. workers
taking up worse jobs that they would have had otherwise) or depreciation of industry-specific
skills. The effects of recessions on personal earnings are typically larger for unemployment
spells experienced by youth even in countries with generous welfare systems (Kahn, 2010;
Schmieder et al., 2009); some of this effect may persist when youth reach adulthood.

Health status

Many studies show that economic crises often have significant and lasting impact on
individuals’ health conditions, as job losses as well as financial strains exert a strong
negative impact on physical and mental health (Box 3.3). In the short-term, losing one’s
job has also been found to be associated with higher risk of heart attacks and other

Box 3.3. Health outcomes during economic crises

Historically, the nature of health impacts during financial downturns has depended on a
number of factors, including which population sub-groups and diseases are considered and
the country’s level of development more generally (Stuckler and Suhrcke, 2012). Poverty, high
debt, unemployment, job insecurity and job stress are all risk factors for population health
(WHO, 2011). Thus, changes in economic circumstances that expose more people to these
factors put health outcomes at greater risk.

The experience of being unemployed has also been associated with greater risk of
subsequent depression or mental illness (Barnes et al., 2009; Browning and Heinesen, 2012)
as well as hospitalisation or mortality due to alcohol-related conditions, road-traffic
accidents, and self-harm (Eliason and Storrie, 2009; Browning and Heinesen, 2012). Men
and women of working age with lower levels of education have been found to be at greater
risk of mortality during financial downturns (Edwards, 2008). Exposure to job insecurity,
particularly when chronic, has also been linked to poorer self-reported health and minor
psychiatric morbidity (Ferrie et al., 2002).

While some causes of morbidity and mortality do seem to increase during financial
downturns, others do not. For example, Crombie (1990) and Ruhm (2000) provide evidence
of higher suicides in times of recession. Kentikelenis et al. (2011) and Stuckler et al. (2011)
provide similar evidence for some European countries during the current crisis. In
26 European countries examined by Stuckler et al. (2009) between 1970 and 2007, a
1% increase in unemployment was associated with a 0.8% increase in suicides among
those aged below 65, and with a similar increase in homicides. The same study finds that
a rise in unemployment of 3 percentage points or more is associated with more deaths
from alcohol abuse. Effective social safety nets may mitigate the negative effect on
population life expectancy or all-cause mortality rates (Gerdtham and Ruhm, 2006;
Stuckler and Suhrcke, 2012) even during severe recessions. Overall, research suggests a
need to closely monitor the health outcomes of those who are particularly vulnerable
during times of financial hardship (Stuckler, Basu and McKee, 2010), i.e. the unemployed,
those with lower levels of education, and those experiencing poverty or high levels of debt.
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stress-related illnesses (Bulgard et al., 2007), while there is some evidence that in the long
term mortality rates of workers who have experienced unemployment spells are higher than
those of comparable workers who did not lose their jobs (Sullivan and von Watcher, 2009).

The effects of economic crises on the health status of the population as a whole are
however much more ambiguous. Indeed recessions are found to impair mental health but
also to lead to lower accidental injuries — as actual or feared loss of income cause
households to drive less and to consume less alcohol (Catalano, 2009). This may partly
explain why the How’s Life? headline indicators for health (life expectancy and self-
reported health status) do not show any clear changes in health conditions for the
population as a whole. For instance, no OECD country saw a halt in the upward trend in life
expectancy at birth since 2007 and while some deterioration in self-reported health
conditions is visible in some of the European countries mostly hit by the crisis (e.g. Greece
between 2007 and 2010, Portugal in 2010, Italy in 2011 and Ireland throughout the period
from 2007 and 2011, Figure 3.14), evidence cannot be generalised to the OECD as a whole.

Figure 3.14. Self-reported health
Percentage of people reporting bad health status, 2007 = 100
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Source: OECD calculations based on European Union Statistics on Income and Living Conditions (EU-SILC), http://epp.eurostat.ec.europa.eu/
portal/page/portal/microdata/eu_silc.
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It is also the case that some of the negative effects of severe economic crises on health
status span over a long period of time and across generations, becoming thus visible only
in the long term (Box 3.2). This is why it is important to look at additional indicators that
may send early warning signals on health problems that may store up for the future. One
of those indicators refers to unmet medical needs for financial reasons. In European
countries, self-reported unmet medical needs increased in various countries (Figure 3.15,
Panel A) with the largest increases observed in Greece, Italy and Iceland. The increase is
most noticeable for people in the lowest income quintiles (Figure 3.15, Panel B), confirming
other evidence that low-income people may postpone medical treatment when facing
financial distress (Sumner and Wolcott, 2009). In this respect, it will be important to
monitor the effects of fiscal consolidation strategies on health expenditure, and in
particular how they could affect the health status of different population sub-groups.'°
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Figure 3.15. Unmet medical needs
Panel A. Percentage of people reporting unmet medical Panel B. Percentage of people reporting unmet medical
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Subjective well-being

Subjective well-being has also deteriorated during the crisis. In the OECD area as a
whole, life satisfaction (the headline How’s Life? indicator) decreased in 2009, increased
in 2010 as economic activity picked up and fell again in 2011 (Figure 3.16). The decline in
life satisfaction has been especially visible in the euro area, especially in countries most
affected by the crisis. For instance, over the four years to 2012, average life satisfaction
declined by more than 20% in Greece and by around 12% in Italy and 10% in Spain. Life
satisfaction also declined in Hungary (6%), the United States (7%), Turkey (5%),
New Zealand (5%), Belgium (4%) and Denmark (4%). On the other hand, life satisfaction
increased by more than 4% in Germany and Israel and by more than 5% in Mexico, the
Russian Federation and Sweden.'! There is also evidence of growing feelings of anger,
stress and worry (i.e. negative affect), and of lower feelings of joy and contentment
(i.e. positive affect) in many OECD countries.’? For example, in Greece, the number of
people reporting having experienced stress on the previous day increased by a factor of
almost 3 between 2009 and 2011. A significant increase in self-reported stress (more than
10 percentage points) was also observed in Finland, Hungary and Turkey, while in Germany
and Korea the percentage of the population reporting stress declined. In some countries,
these trends may not just be related to the crisis but may result from other coincidental
factors, for example the earthquake in New Zealand.

The main channel through which the crisis may have affected subjective well-being is
higher unemployment. The impact of unemployment on subjective well-being is both direct,
as it affects those who lose their job, and indirect, as it extends to people with an
unemployed partner. In European countries, evidence from the European Social Survey
suggests that financial strains accounted for over half of the effect of higher unemployment
on life satisfaction, explaining all of the association between partner’s unemployment and
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Figure 3.16. Subjective well-being and the crisis
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the reduced life satisfaction of the survey respondents (Russell et al., 2013). Also, while social
support and contacts play a significant role for people’s life satisfaction in general, they seem
to play a much less prominent role in explaining the lower subjective well-being of the
unemployed. Financial strains and the hardship generated by the crisis are also important
drivers of declining life satisfaction for households that are not directly affected by
unemployment. More generally, persistent economic shocks seem to cause lower subjective
well-being (Stevenson and Wolfers, 2008). In addition, lower trust in others and in
institutions, declining health status and reduced social contacts also explain lower
subjective well-being (Gallie et al., 2013; and Eurofund, 2012).
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During the crisis there was also a deterioration of people’s long-term expectations
about their subjective well-being in the future. Figure 3.17 suggests that, on average,
people’s expectations about their life five years from now have declined in most OECD
countries in the years following the crisis, a pattern that is consistent with other evidence
showing mounting pessimism among people about their future (Eurofund, 2012).

Figure 3.17. Expectations of subjective well-being

Difference between the life satisfaction expected five years from now and current life satisfaction in 2012,
relative to the same difference in 2005
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Note: A positive value of this variable (a measure of optimism into the future) indicates that optimism was higher in 2012 than in 2005,
i.e. optimism increased recently. A negative value of this index means that this difference was higher in 2005 than in 2012, implying that
optimism has decreased recently. Being computed as difference-form, the index implicitly adjusts for country-specific cultural effects
that may bias expectations about the future in different countries.
Source: OECD calculations based on the Gallup World Poll, www.gallup.com/strategicconsulting/en-us/worldpoll.aspx.
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Civic engagement

People’s trust in institutions and their satisfaction with the way democracy works
have declined significantly during the crisis. An increasing body of research suggests that
the crisis is eroding the political and institutional capital of many countries (Roth, 2009;
Stevenson and Wolfers, 2011; Eurofund, 2013), particularly in those where the crisis has
been most severe (Polavieja, 2013; Eurofund, 2013). Trust in national governments
(secondary How’s Life? indicator) declined in the majority of OECD countries (Figure 3.18,
Panel A), with similar declines recorded for trust in other institutions (such as financial
institutions, the judiciary system and media) and, at least in European countries, for trust
in other people (Figure 3.18, Panel B; and Eurofund, 2013). While people’s confidence in
public institutions depends on many factors (such as people’s political orientation,
education and economic conditions), research for European countries suggests that
experiences of economic strain, whether lasting or transitory, lower people’s satisfaction
with political institutions, and that this effect extends even to people who are not directly
affected by the crisis.
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Figure 3.18. Trust in the wake of the crisis
Panel A. Percentage of people who trust national government  Panel B. Percentage of people who trust others
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Note: Panel A shows an indicator of trust in national government, with population shares set equal to 100 in 2006. Panel B shows the
share of people agreeing with the statement that “most people can be trusted” (those indicating values of 7 or above on a 0 to 10 scale.
Source: OECD calculations based on Gallup World Poll, www.gallup.com/strategicconsulting/en-us/worldpoll.aspx (Panel A); European Social
Survey, www.europeansocialsurvey.org/ (Panel B).
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Polavieja (2013), based on data from the most recent wave of the European Social Survey,
shows that currently or formerly unemployed people, as well as people experiencing
financial strain show lower trust and satisfaction with democracy than others. In addition,
the study suggests that the marked decline in political legitimacy during the crisis was
significantly affected by people’s views about the economic situation of their country and
by the size of GDP contraction.

While confidence in institutions is an important driver of civic engagement and
political participation (OECD, 2011), trends in civic and political participation in the wake of
the financial crisis are more mixed. Large social movements and protests observed in 2011
and 2012 in many of the countries mostly affected by the crisis and beyond may be seen as
a sign of growing political engagement. This interpretation is supported by evidence from
the European Social Survey showing that respondents report some increase in various
forms of civic engagement in 2012 relative to the past (Figure 3.19); this is also in line with
other studies pointing to a strengthening of people’s participation in volunteering and
unpaid activities (EPHA, 2012; see next section). However, patterns of civic engagement
varied markedly across European countries, with countries most affected by the crisis also
showing lower voter turnout and other forms of formal political participation
(e.g. contacting government officials less often than before the crisis).
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Figure 3.19. Givic engagement in Europe
Percentage of the population reporting having participated in civic activities during the last 12 months

European countries severely hit by the crisis European countries modestly hit by the crisis
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Notes: The right-hand panel shows the average value of the share of the population participating in the various
activities in some of the European countries most affected by the crisis, i.e. Estonia, Greece, Hungary, Ireland,
Portugal, Spain and Slovenia. The left-hand panel shows the average value of the share of the population
participating in the various activities in some of the European countries less affected by the crisis, i.e. Belgium, the
Czech Republic, Denmark, Finland, France, Germany, the Netherlands, Norway, Poland, Sweden, Switzerland and the
Slovak Republic.
Source: OECD calculations on European Social Survey, www.europeansocialsurvey.org/.
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Social connections

Since 2007, expected support from others (the headline How’s Life? indicator) dropped
sharply in most OECD countries (Figure 3.20, Panel A). The decline was larger in the
United States and Japan than in the euro area. Such a drop is not surprising, as it may reflect
people’s concerns about the crisis and its possible negative effects on the help that people
may expect to receive from friends and relatives. For the OECD area as a whole, people’s
expectations of support in case of need improved in 2010, stabilised in 2011 and worsened
again in 2012. Taken at face value, this evidence suggests that perceived social support
follows countries’ economic conditions as people’s perceived ability to obtain support may
be limited in time. A somewhat different trend is visible in Japan, where people’s perceived
ability to obtain support from others increased between 2009 and 2011, the year of the
earthquake and nuclear accident. When looking at measures of people who report having
donated money, a clear downward trend is visible in the OECD area as a whole from 2006
onwards (Figure 3.20, Panel B). The number of people declaring to have donated money fell
more significantly in the euro area, especially in Greece.

On the other hand, the number of people who reported having helped a stranger
increased significantly (Figure 3.21, Panel A). Similarly, the share of people who reported
having volunteered some of their time increased in some OECD countries (Figure 3.21, Panel B)
although the trend for the OECD area as a whole is more ambiguous. There is also some
evidence that in some European countries (notably South European and Eastern European
countries) people reported having increasingly turned to family and friends, as opposed to
official institutions, in case of need (Eurofund, 2013). For the United States, there is evidence
that during the crisis unemployed individuals tended to rely on informal job search methods
(i-e. friends, relatives) to a large extent, with a positive impact on unemployment spells but a
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negative one on wages at rehire (Bentolila et al., 2010).13 All things considered, however, the
various pieces of evidence discussed here suggest that, for many people, personal networks
have acted as “last-resort” resources during hard economic times.

Figure 3.20. Gapacity to help others
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Note: Time series are not available for Australia (only for the Panel B), Iceland, Luxembourg, Norway, the Slovak Republic and Switzerland.
Source: OECD calculations based on Gallup World Poll, www.gallup.com/strategicconsulting/en-us/worldpoll.aspx.
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Figure 3.21. Informal support
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Note: Time series are not available for Australia, Iceland, Luxembourg, Norway, the Slovak Republic and Switzerland.
Source: OECD calculations based on the Gallup World Poll, www.gallup.com/strategicconsulting/en-us/worldpoll.aspx.
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Statistical agenda ahead

94

The limited evidence provided in this chapter on short-term trends in selected
well-being outcomes highlights the important challenges that stand in the way of creating
a more robust statistical base if one wishes to monitor the short-term evolution of people’s
well-being. While meeting these challenges will be difficult given reduced budget and
higher demands for official statistics, it would be important to make inroads in addressing
them so that short-term policy decisions are not only driven by evidence on the conditions
of the economic system as a whole but also on the well-being outcomes experienced by
individuals and their families.

The main statistical challenges pertain to the following issues:

® Frequency of the data collected. Statistics pertaining to people’s well-being are typically
collected at annual or greater frequency. With the exception of labour force statistics and
(in some countries) of national accounts quarterly data on household income, no statistics
for other well-being dimensions are available quarterly. Monthly consumer surveys
include qualitative questions on the financial situation of the household that may provide
some information on households’ sentiments on finance and living conditions. While
these surveys should be further explored in the future as a possible instrument for
collecting short-term information on households’ economic well-being, they also have
limitations (i.e. they do not cover non-economic well-being; they are conducted on small
samples). This means that the statistical base available for monitoring short-term changes
in household conditions is strongly underdeveloped at the moment. Improving this base
would require putting in place dedicated high-frequency surveys, or including specific
questions in existing monthly and quarterly survey instruments.

e Timeliness of the available statistics. Even when annual data collections are in place,
information from them may become available only after long time-lags, due to a
combination of factors. This challenge is especially important in the case of information
on the distribution of household economic resources, and for those countries or regions
with established policy goals pertaining to poverty and inequality. Meeting the challenge
of producing more timely measures of different dimensions of people’s well-being would
require a combination of release of early estimates, use of complementary survey
questions, or alternative tools to generate estimates for the phenomena of interest
(e.g. microsimulation models). A promising step in this direction is the recent Eurostat
action plan to improve timeliness of EU-SILC data, which includes among others the
delivery of provisional material deprivation indicators at the end of the reference year.

e Sample sizes. Effects of the crisis or of other changes in economic circumstances are
often concentrated on specific groups, rather than affecting the population at large. This
is a challenge in the case of survey data based on small scale and non-random samples,
as is often the case of many non-official surveys. Meeting this challenge would require
investment to increase the sample size of surveys, as well as providing access by non-
official producer to more comprehensive survey frames.

e Time-series properties of the statistics. In some cases, the statistics that are most
appropriate for benchmarking countries’ performance may not be those most suitable
for assessing changes over a short span of time. Meeting this challenge would require
developing specific surveys and questions better fitted to provide early-warning signals
to policy makers and the population at large (e.g. surveys of the coping strategies used by
individuals and households in the presence of adverse economic circumstances).
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Conclusions

This chapter has looked at how some aspects of people’s well-being have evolved
during the global economic and financial crisis that started at the end of 2007, focusing on
those dimensions where changes are likely to be the most visible in the short-term. The
chapter has highlighted negative trends in household income and wealth, housing
conditions, jobs and earnings, subjective well-being and civic engagement, especially in
the euro area. Trends in other well-being dimensions considered in this chapter, such as
health and social connections, are more ambiguous. The chapter has not discussed some
well-being dimensions where very little comparative evidence is available such as for
instance personal security.'# This remains an item for future research. Finally, the chapter
has laid out areas for statistical improvement in order to better monitor short-term trends
in people’s well-being.

Notes
1. The global economic and financial crisis is also often referred to as “the Great Recession”.

2. The income concept used in the case of micro-statistics is that of households disposable income
per person, equivalised (through a square root elasticity) to reflect economies of scale in
consumption and the sharing or resources that occurs between members of the same household.
Due to a range of conceptual and measurement differences, macro (i.e. SNA based) and micro
(i.e. survey- or administrative-based statistics) measures of average household disposable income
evolved differently over the period from 2007 to 2010: in general, the growth in average households
income from microdata was higher than that from SNA data, although this depends on the size of
that growth.

3. These poverty estimates are based on a notion of disposable income equivalence scale. As such the
poverty estimates may be different from estimates of poverty that rely on household disposable
income equivalised with a different equivalent scale.

4. According to national Accounts data, less than 0.25 of the cumulative decline in household
disposable income in the euro area over the period 2007 to 2012 took place in the three years to 2010.

5. See OECD Quarterly Financial Accounts Database, http://dotstat.oecd.org/Index.aspx.

6. Household balance sheets (SNA) data on dwellings are available for only 19 OECD countries, while
data on land are available for only 9 countries. In most OECD countries, the SNA value of dwellings
excludes changes in the prices of land on which the dwelling is built, hence it does not capture the
full impact of the housing boom and bust. While surveys on the distribution of household wealth
are conducted in several OECD countries, no comparable reporting of these data is currently in
place.

7. These countries are Australia, Austria, Belgium, Canada, the Czech Republic, Denmark, Finland,
France, Germany, Luxembourg, the Netherlands, Italy, Poland, Slovenia, the Slovak Republic and
Sweden.

8. It should be noticed that none of the How’s Life? headline indicators for housing show a significant
change between 2007 and 2011 that could be associated to the unfolding of the economic crisis.

9. The probability of exiting unemployment (in each year) has declined both for short-term job
seekers (i.e. unemployed for less than 12 months) and long-term ones (i.e. those unemployed for
12 months or more), although underlying patterns are diverse (OECD, 2012a).

10. One of the most immediate impacts of the crisis has been on health expenditure. While the
average annual growth rate of health spending per capita in the European Union was 4.6%
from 2000 to 2009, health spending across Europe contracted by 0.6% per capita in 2010, the first
absolute reduction since 1975 (OECD, 2012c). Some of the largest declines in health spending were
recorded in Ireland (7.9%), Estonia (7.3%), and Greece (6.7%), but spending slowed in almost all
European countries. For the OECD area as a whole, health spending was stable in both 2010 and
in 2011 (OECD, 2012c). Due to pressure to protect funding for acute care, expenditures on
prevention have been particularly targeted for spending cuts (OECD, 2012c), which raises concerns
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about long-term impacts on health outcomes. The crisis also led to a rebalancing of public and
private health financing in some OECD countries, with large increases between 2000 and 2010 in
the share of out-of-pocket spending in several European countries (OECD, 2012c).

11. These declines are similar to the fall in household disposable income experienced over the same
period but significantly larger than what would be suggested by the size of coefficients linking
people’s life-evaluation to their own income. This suggests that the crisis is affecting people’s life
evaluations through channels that reach beyond people’s material conditions.

12. Measured by the Gallup World Poll.

13. Bentolila et al. (2010) finds that contacts reduce unemployment duration by 1-3 months on
average, but they are associated with wage discounts of at least 2.5%.

14. While no evidence is available on recent trends in personal security, a significant body of research
exists on the relationship between economic conditions and crime and violence. In times of low or
negative economic growth and widespread unemployment, many people may suffer severe and
sudden reductions in income, which may cause an increase in the share of the population seeking
illicit solutions to their economic problems. Higher stress during economic crisis may also lead to
more violent crimes. A number of studies report significant correlations between unemployment
and property crime rates, and a weaker relation for violent crimes, although with large differences
in the size of the correlation across studies. UNODC (2012) shows that property crimes such as
robbery are most affected during times of crisis, with up to two-fold increases in some contexts
during a period of economic stress; in some countries, increases in homicide and motor vehicle
theft were also observed, while in no country decreases in crime were observed.
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ANNEX 3.A1

Supporting country evidence

Figure 3.A1.1. Real GDP per capita and real household net adjusted disposable income
Average annual growth rates between 2007 and 2011, percentage change
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Figure 3.A1.1. Real GDP per capita and real household net adjusted
disposable income (cont.)
Average annual growth rates between 2007 and 2011, percentage change
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Figure 3.A1.1. Real GDP per capita and real household net adjusted disposable income (cont.)
Average annual growth rates between 2007 and 2011, percentage change
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Figure 3.A1.1. Real GDP per capita and real household net adjusted disposable income (cont.)
Average annual growth rates between 2007 and 2011, percentage change
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Chapter 4

Gender differences in well-being:
Can women and men have it all?

Gender equality in well-being is not simply a women’s issue. While traditional
disadvantages faced by women and girls persist in most countries, men and boys are
increasingly exposed to uncertain job prospects and need to adapt to changing tasks
and societal expectations. Although men continue to score higher than women in a
number of areas, no gender consistently outperforms the other and the gender gaps in
well-being have being narrowing in recent decades. Whilst women live longer than
men, they are also ill more often. Girls are now doing better than boys in school, but
still remain under-represented in the key fields of education that provide greater job
opportunities. Similarly, although women are increasingly present in the labour
market, they still earn less than men, spend more hours in unpaid work and find it
harder to reach the top of the career ladder or start their own business. Men are more
often the victims of homicide and assault, but women are the primary target of
intimate partner violence. Finally, although women are more satisfied with their lives
than men, they are more likely to experience negative emotions. Despite progress in
mainstreaming gender perspectives in the collection and dissemination of national
statistics, gender data and indicators are still insufficient or lack cross-country
comparability in a number of critical well-being areas.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli
authorities. The use of such data by the OECD is without prejudice to the status of the Golan Heights,
East Jerusalem and Israeli settlements in the West Bank under the terms of international law.
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Gender inequality and well-being

Despite extraordinary achievements in the status of women that have occurred over
the last century, changes were neither uniform nor universal, and gender equality remains
an unattained goal. Gender inequality manifests itself in unequal opportunities for
participation in political and economic decision-making; limited access to the labour
market; higher poverty rates for female-headed households; higher incidence of severe
domestic violence... and the list goes on.?

As a result, gender differences in many well-being outcomes can be substantial. These
gender gaps are pervasive, although they vary across countries and world regions. While in
less developed countries, girls and women suffer from unequal access to economic assets,
education or basic health care facilities, in most developed countries gender inequality
persists in the form of discriminatory social institutions and beliefs about gender roles that
undercut women'’s opportunities, inhibit their full participation in economic, social and
political activities and therefore reduce their quality of life.

Empowering women and improving their well-being is key to the health and
development of their families and society more widely. In developing countries, child
health outcomes are strongly correlated to women’s access to resources: countries where
women lack any right to own land have on average 60% more malnourished children;
where women have no access to credit, the number of malnourished children is 85% above
average (OECD, 2010a). In high-income countries, the mother’s education level has been
shown to have an effect on the academic achievement of their children (OECD, 2012b).
Similarly, early marriage and motherhood may have detrimental effects on several
outcomes in early adulthood (e.g. human capital accumulation, earnings, health) of both
the mother and the children, and be a cause of socio-economic disadvantages transmitted
across generations. Children of teenage mothers suffer as young adults in terms of lower
educational attainment, an increased risk of disruptive behaviour, a higher risk of
economic inactivity and of becoming a teenage mother themselves (D’Onofrio et al., 2009;
Leigh and Gong, 2010). This may be a result of childhood family structure, the lower
standard of living experienced by many teenage mothers, in addition to the often poorer
earning partners that they pair with (Francesconi, 2008). Finally, gender inequality cripples
economic growth by reducing women’s contribution in the economic, social and political
spheres (Bandiera and Natraj, 2013).

Gender equality is about ensuring that both women and men enjoy the same rights
and have the same opportunities and support to realise their aspirations. A gender analysis
needs to take account of both gender perspectives and how policies can affect men and
women differently.

Gender-sensitive measurements are critical to assess the extent of gender inequality, to
enable better planning and actions meant to reduce gender disparities, and to hold
institutions accountable. Despite a number of initiatives to develop and mainstream
statistics on gender (Box 4.1), measurement techniques and data with a gender perspective
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Box 4.1. Initiatives to develop gender statistics

Governments have long recognised the importance of gender statistics. In 1985, at the
Third World Conference on Women in Nairobi, participants agreed to develop or reorganise
their national information systems to compile and disseminate statistics on women and
men in order to better address gender issues. As a result, many national statistical offices
and international agencies began preparing user-friendly booklets with statistics that
compared the situation of women and men in many aspects of life. In 1995, the Beijing
Platform for Action, adopted at the Fourth World Conference on Women, urged national,
regional and international statistical services to ensure that statistics related to
individuals are collected, analysed and presented by gender and age, and reflect problems,
issues and questions related to women and men. More recently, at the 4th High Level
Forum on Aid Effectiveness in Busan, organised by the OECD and the Government of Korea,
participants agreed to accelerate and deepen efforts to collect, disseminate, harmonise
and make full use of gender-disaggregated data for informing policy decisions and guiding
investments in order to ensure that public expenditures were targeted appropriately to
benefit both women and men.

The “Evidence and Data for Gender Equality” (EDGE) initiative was launched to support the
implementation of the gender equality commitments taken in Busan. Led by UN Women
and the UN Statistical Division, the EDGE initiative is a dynamic partnership of UN member
countries, Regional Commissions, the World Bank, the OECD and other stakeholders. It aims
to build national capacity and strengthen national systems to collect data on critical areas of
women’s empowerment. The areas selected for initial focus are education, employment,
entrepreneurship, and asset ownership. Activities related to EDGE include the development
of a database for international data compilation covering basic education and employment
indicators, the developing of standards and guidelines for entrepreneurship and asset
ownership indicators, and related pilot data collection in ten developing countries.

To further facilitate the mainstreaming of gender statistics and fill statistical gaps in
relevant dimensions of gender inequalities that are still poorly monitored and measured, the
OECD has launched at the end of 2012 its one-stop “OECD Gender Data Portal”, which sheds
light on gender inequalities in the three “Es” (education, employment and entrepreneurship)
across the OECD area and key partner countries. The Portal is part of the new “OECD Gender
Equality” website (www.oecd.org/gender), which also features Closing the Gender Gap: Act Now,
a publication that presents new analysis on gender inequality and proposes policy solutions
to close the gender gaps.

Source: Adapted from UNECE (2010) and OECD (2012a).

remain somewhat limited and poorly utilised, making it difficult to assess whether progress
has been made. For example, one important issue in gender-related indicators of well-being
is the measurement of economic resources. In most countries, economic resources are
only measured at the household level, without information on resource sharing
within households. In addition, the characteristics of the entire household have been
generally identified as those of the “head”, and often the head has been assumed to be the
most elderly member or the person with the highest income, usually a man (UNECE, 2011).2

This chapter is organised as follows. The next section presents evidence on gender
differences in selected well-being dimensions of the OECD well-being conceptual
framework: health, education, jobs and earnings, income, work-life balance, social
connections, personal security and subjective well-being, and discusses possible
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economic, social and cultural roots that may account for those gender gaps. The section
that follows identifies some statistical gaps that need to be filled to better monitor progress
towards gender equality. The last section summarises the main findings of the chapter.

Measuring gender differences in well-being

Based on the OECD conceptual framework, this chapter provides evidence on gender
inequalities in key dimensions of well-being where gender gaps exist. As with other How’s
Life? indicators, the selection of gender measures is based on agreed standards of
measurement, including cross-country comparability, policy relevance and reliability in
measuring gender-based differences. Although most of the headline indicators of How’s Life?
can, in principle, be disaggregated by gender, they are not necessarily the most suitable to
highlight gender differences in well-being outcomes. Therefore, this chapter uses a few
additional metrics that capture gender-relevant differences in well-being.

Gender-sensitive indicators are the first step in developing better policies for women
and men; the next stage is to understand why these differences occur and what can be done
to reduce or eliminate them. Some differences between the two sexes are inevitable - only
women experience pregnancy and childbirth, for example — but many others stem from
institutional, cultural and social influences. These include the belief that women are much
better placed than men to take care of children, or that the family might be harmed if
mothers work outside the home. Economic and sociological insights on the persistence of
gender differences in well-being outcomes are also discussed where relevant.

Gender roles are often instilled in boys and girls during childhood by families and by
schools; they persist during adolescence and youth, and are reinforced in the workplace
and social life in later years (Ridgeway, 2011). The analysis presented in this section covers
gender issues across the life cycle — from school to the start of a new family and the entry
into the labour market to later life — and considers both economic (income, wages,
occupation) and social (health, education, social relations) outcomes.

Women and men are not homogeneous groups. There are significant differences
amongst women and men that may be greater than differences between the two sexes. It is
then important to understand how gender interacts with other socio-demographic and
economic characteristics (e.g. age, health status, country of origin, income, etc.) to shape
well-being outcomes. It may be the case, for instance, that gender interacts with other
sources of social or economic disadvantage to increase the likelihood of achieving low
well-being outcomes. Ideally, a gender analysis of well-being should look at both within- and
between-gender inequalities. In practice, the analysis presented in this chapter is limited in
scope due to the lack of available data about inequalities within each gender group.

Evidence on gender differences in well-being presented in this chapter draws on
recent OECD publications (e.g. the Closing the Gender Gap: Act Now report) and initiatives
(e.g. the “OECD Gender Initiative” and the “OECD Gender Data Portal”) focusing on gender,
as well as flagship publications of other international institutions (e.g. the World Bank
World Development Report 2012; and the UN The World’s Women 2010: Trends and Statistics).

Women and men throughout their lifetime
Women live longer than men

All OECD countries have registered remarkable increases in life expectancy at birth.>
In 2011, a newborn girl in a typical OECD country could expect to live for more than 82 years,
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that is, more than 10 years longer than a baby girl born in 1960. Similarly in 2011, a newborn
boy could expect to live up to the age of 77 years, also more than 10 years longer than a boy
born in 1960. The increase has been particularly pronounced in Korea, Mexico and Turkey
(28.7, 16.7 and 26.3 years, respectively), with life expectancy in Mexico and Turkey converging
rapidly towards the OECD average while the life expectancy in Korea now exceeds this
average. These rapid gains are partly due to substantive declines in infant mortality rates,
improved public health provision as well as policies fostering greater educational attainment
and improved economic outcomes. The extent of this gender gap, however, varies over time
and across countries. While women’s advantage in life expectancy at birth increased
substantially during the 1960s and the 1970s, reaching a peak of 6.8 years in the mid-1980s,
it has narrowed during the past 25 years or so to 5.5 years on average across OECD countries.
This reflects in part decreasing smoking rates among men and increasing rates among
women (Flandorfer et al., 2010), as well as the sharp reductions in mortality rates from
cardiovascular diseases among men.

Despite a generalised increase in life expectancy in the OECD area, longevity continues
to differ across countries (Figure 4.1). In 2011, women’s life expectancy at birth in OECD
countries ranged from 77.1 years in Turkey to 85.9 years in Japan, while it was much lower
in South Africa and India (52.8 and 67.1 years). Girls born in Switzerland, Italy, Spain and
France could expect to live particularly long lives (more than 85 years). For boys, life
expectancy at birth ranged from a low of 71.2 years in Estonia, Hungary and Mexico to a
high of 80.7 years in Iceland, closely followed by Switzerland, Italy, Sweden and Israel. In
South Africa, life expectancy of men at birth stood at 51.4 years, while in India and the
Russian Federation boys could expect to live for 64 years. The gender divide in life
expectancy was narrow (less than 4 years) in Iceland, Israel, New Zealand, the Netherlands
and Sweden, but more than 7 years longer in France, Hungary, the Slovak Republic and
Poland. Gender gaps in life expectancy were even larger in Estonia (10.1 years) and the
Russian Federation (11.6 years).

Figure 4.1. Gender gaps in life expectancy at birth
Years, by gender, 2011 or latest available year
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Note: Countries ranked in ascending order of life expectancy at birth of the whole population. Data refer to 2010 for China and
South Africa and to 2009 for Canada.

Source: OECD (2013c), “OECD Health Data: Health status”, OECD Health Statistics (database), http://dx.doi.org/10.1787/health-data-en.

StatLink iz http://dx.doi.org/10.1787/888932888699
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A longer life does not necessarily mean a healthier life

Life expectancy does not provide a full picture of the health status of the population as
extra years of life are not necessarily lived in good health. Research on gender differences
in health has brought to light the so-called “male-female health-survival paradox” (Case
and Paxson, 2005). Despite having consistently higher life expectancy at all ages, women
tend to report worse health than men and show higher rates for many measures of
morbidity (Jagger et al., 2008). In other words, “women get sicker, men die quicker”
(Tolleson-Rinehart, 2005).

Data from national health surveys, the European Union Statistics on Income and
Living Conditions (EU-SILC) and the Gallup World Poll show that women are less likely to
report a good health status than men and more likely to report limitations in daily
activities (Figure 4.2). Self-reported health status is widely used in cross-sectional studies
as a single-item morbidity measure that strongly correlates with objective physical and
mental health measures (Smith et al., 2010). Measures of self-reported health status
capture more than the simple absence of ill-health, covering the entire illness-wellness
continuum and acting as a measure of “health optimism”, which includes fitness, healthy
behaviour, greater social support and less depression.*

In 2011, in the OECD area as a whole, 67% of women declared being in good or very good
health conditions, compared to 72% of men, although significant variation existed across
countries (Figure 4.2, Panel A).”> While in the Russian Federation, Chile, Portugal and Korea
men were far more likely than women to report good health, in the United States, Canada,
Ireland, New Zealand and Australia men and women were equally or nearly equally likely to
rate their health status as good or very good. In Finland, women reporting good or very good
health outnumbered their male counterparts. In a large majority of OECD countries, women
were also more likely to report suffering from activity limitations due to health problems
than men (Figure 4.2, Panel B). In 2012, Italian women were twice as likely to report
limitations in daily activities when compared to men. Similar gender gaps were found in
Sweden, Spain and the Netherlands. On the contrary, men were more likely than women to
report activity limitations due to health problems in Australia, Korea, Japan and Ireland.

Biological factors, as well as differences in lifestyle and health behaviour have been
suggested as the most common explanations for gender differences in health status and
mortality (Verbrugge and Wingard, 1987; Case and Paxson, 2005). The most prominent
biological explanations for gender differences in health and mortality are hormonal,
autoimmune (greater susceptibility of men to infections) and genetic (Waldron, 1995;
Crimmis and Finch, 2006).

Gender differences in health behaviour have also been suggested to partially explain
differences in morbidity and mortality. Women are found to be more interested in health
(Green and Pope, 1999), to be more likely to report symptoms to clinicians (Kroenke and
Spitzer, 1998) and to show higher healthcare utilisation than men do (Bertakis et al., 2000),
while men tend to postpone going to the doctor until the later stages of disease
development (Galdas et al., 2005; Juel and Christensen, 2007).

Much of the burden of morbidity is linked to lifestyle, with tobacco smoking, obesity,
diet and lack of physical activity being responsible for the largest shares of such burdens.
Smoking prevalence among men is higher than among women in all OECD countries
except in Sweden and Canada. Rates for men and women are equal or nearly equal in
Denmark, Iceland, Norway and the United Kingdom. The gender gap in smoking is
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Figure 4.2. Gender gaps in self-rated health status and self-reported limitations
in daily activities
Panel A. Ratio of men to women reporting good or very good health, 2011 or latest available year
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Panel B. Ratio of men to women reporting limitations in daily activities, 2012 or latest available year
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Note: In Panel A countries are ranked in ascending order of the ratio of men to women in self-rated good or very good health. Data refer
to 2012 for New Zealand, to 2010 for Ireland and Japan; to 2009 for Chile and to 2006 for Mexico. In Panel B countries are ranked in
ascending order of the ratio of men to women reporting limitations in daily activities due to health problems. Data refer to 2011 for
Australia, Brazil, Chile and Israel. Data refer to 2009 for Switzerland.
Source: EU (2011), European Union Statistics on Income and Living Conditions, http://epp.eurostat.ec.europa.eu/portal/page/portal/microdata/
eu_silc for most European countries; OECD (2013c), “OECD Health Data: Health status”, OECD Health Statistics (database), http://dx.doi.org/
10.1787/health-data-en (Panel A); OECD’s calculations based on data from the Gallup World Poll, www.gallup.com/strategicconsulting/en-us/
worldpoll.aspx (Panel B).

StatLink sizr http://dx.doi.org/10.1787/888932888718

particularly large in Japan, Korea and Turkey, as well as in the Russian Federation,
Indonesia and China. Over the past ten years, female smoking has declined in most OECD
countries, often at a faster pace than rates for men. However, female smoking rates have
shown little or no decline since 2000 in the Czech Republic, France and Italy (OECD, 2013d).

There does not appear to be a uniform gender pattern in obesity across OECD countries.
On average, obesity rates tend to be higher for women than for men. However, this is not the
case in all countries. Men experience higher obesity rates in Greece, Ireland, Norway,
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Germany and Korea. Male obesity rates have also been growing faster than female rates in
most OECD countries, with the exception of Denmark, Canada and Italy (OECD, 2010b).

Higher rates of physical ill-health are often associated with long-term mental disorders.®
Depression is the leading cause of disability in high-income countries, with dementia also
ranking among the 10 leading causes. The overall prevalence of mental disorders is about the
same among men and women, although depression is more common among women, and
substance abuse disorders among men (OECD, 2008). Suicide is commonly used as a measure
of serious mental health problems. In general, across OECD countries, death rates from suicide
are three to four times greater for men than for women, and this gender gap has been fairly
stable over time. The exception is Korea, where women are much more likely to take their own
lives than in other OECD countries. However, the gender gap is narrower for attempted suicide,
as women tend to use less irreversible methods than men, and are thus more likely to survive
(OECD, 2011a; OECD, 2012c).

Information on key dimensions of physical and mental functioning gathered through
national health surveys and other sources are used to build health expectancy indicators,
which combine quantitative and qualitative information about length of life spent in
different states of health (Sullivan, 1971). In Europe, a measure of Healthy Life Years (HLY)
has been endorsed as an important indicator to monitor whether years of longer life are lived
free of disability. HLY calculates the number of remaining years that a person of a certain
age can expect to live without disability, using mortality data from life tables and estimates
of the prevalence of disability among population groups, obtained as a self-reported measure
of long-term activity limitation from the annual EU-SILC survey (OECD, 2011b; OECD, 2012d).”

In most European OECD countries, there was little difference in the number of years
that women and men can expect to live without health limitations: in 2011, on average,
both girls and boys in European countries could expect to live 62.4 years in good health
(Figure 4.3). Thus, while women live longer than men, a higher share of their lifespan is
limited due to disease and injury (25% of years lived as opposed to 19% for men). Gender
gaps in healthy life years were in favour of women in Poland and Estonia, while men were
expected to live in a healthy condition longer than women in Denmark and the
Netherlands. Healthy life years were highest for both sexes in Sweden and Norway.

Girls have caught up with boys in school and display higher reading scores

Another dimension where, at first glance, girls and women seem to outperform boys
and men is education. As outlined in the 2012 OECD report Closing the Gender Gap: Act Now,
girls have higher rates of graduation at secondary level. When success is measured in terms
of outcomes rather than participation and retention, boys perform noticeably less well in
reading, and are more likely to be defined as having special educational needs (Hibel et al.,
2010). Girls perform somewhat less well in mathematics than boys, yet the gap between
female and male school performance is smaller in mathematics than in reading. Findings
from the Programme for International Student Assessment (PISA) in relation to science have
shown little or no difference in average science performance between girls and boys, with
girls outperforming boys in 12 countries and boys scoring marginally higher than girls in 8
countries (OECD, 2009).

Gender gaps can be very different for low and high performing students, possibly
suggesting a different impact of the socio-economic background on girls and boys. In
reading, the gender gap is much wider among the lowest performing students, as many boys
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Figure 4.3. Gender gaps in years of healthy life
Life expectancy at birth and healthy life years at birth, years, 2011 or latest available year
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Note: Countries are sorted in ascending order of women’s healthy life years. Data on healthy life years refer to 2010 for Ireland and
Norway. Data on healthy life years for Belgium and Italy are estimates.
Source: OECD (2013c), “OECD Health Data: Health status”, OECD Health Statistics (database), http://dx.doi.org/10.1787/health-data-en; and
Eurostat (2013), “Health Life Years in 2011”, Eurostat News Release, No. 35, http://epp.eurostat.ec.europa.eu/cache/ITY_PUBLIC/3-05032013-BP/
EN/3-05032013-BP-EN.PDF.
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lack basic reading skills, while only a few girls are not able to read texts and comprehend
what they read. However, in mathematics the gender gap is negligible among the lowest
performing students but considerably higher among the best students. In science, where the
gender gaps are generally small, girls score better than boys among the lowest performing
students, while there are more boys than girls among the best performers (OECD, 2012a).

Boys are far more likely to choose science-related fields of study at the tertiary level

However, young women often do not translate their good school performance into
fields of study with better employment prospects. Young women are much less likely than
young men to choose Science, Technology, Engineering, or Mathematics (STEM) as field of
study at the tertiary level (Figure 4.4). Gender differences in the choice of major field of
study are likely to translate into gender segregation in the workforce, with significant
economic consequences for women. While, in all the OECD countries for which data are
available, women predominate among graduates in the fields of education and health and
welfare — where they represent 70% or more of tertiary students — only 30% or fewer of all
graduates in the fields of engineering, manufacturing and construction are women.
Although the distribution of men and women by field of study varies across countries, the
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Figure 4.4. Gender gaps in fields of tertiary education

Percentage of qualifications awarded to women in tertiary-type A and advanced research programmes,
by field of education, 2010 or latest available year
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fact that men and women make quite different choices is common to the OECD area.
Moreover, despite many initiatives to reduce gender gaps in fields of tertiary study, the
situation has changed only slightly in the past decade or so (OECD, 2012b).

The distribution of graduates by field of education is driven by different factors,
including the fact that some subjects and fields of work are considered as “feminine” and
others as “masculine”. As a result, dominant gender norms governing what is the ideal type
of masculine and feminine identity impact strongly on educational choices (Connell, 2005).
While some shifts have been identified, a number of traditionally male-dominated
disciplines still tend to exclude women. Recent studies have also shown that teachers’ and
parents’ gender-stereotyped behaviours and expectations can undermine girls’ confidence
in their mathematical abilities, discouraging them from choosing mathematics-related
courses (Turner et al., 2004; Frenzel et al., 2010).

School-to-work transition is easier for boys

Education is not only about school participation and the acquisition of specific
knowledge. It is also about setting young people up for life, by giving them opportunities to
find decent work, earn a living, contribute to their communities and societies, and fulfil
their potential. Young people experience different trajectories in their transition from
school to work. In 2010, across OECD countries, 16% of individuals between the ages of 15
and 29 were neither employed, nor in education or training (the “NEET” population).®
NEET-rates for young women were on average 4 percentage points higher than for young
men, although there is wide variation across countries.

In Canada, Finland, Japan, Luxembourg, New Zealand and Nordic countries the NEET
population is nearly equally divided between men and women. In Iceland, Ireland, Israel
and Spain, young men are more likely than young women to be NEET, although the gap is
small. Conversely, Turkey, Mexico and Brazil show both the widest gender gaps and the
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largest shares of women who are NEETs. Factors affecting NEET rates include high
participation of youth in the informal sector, negative experiences at school as well as
social and behavioural problems. Teenage pregnancy, early marriage and domestic
responsibilities are causes of high share of female NEET in some countries.’

Women and men in paid and unpaid work
Gender gaps in employment rates close slowly

Increased educational attainment rates have contributed to greater employment rates
among women in many OECD and non-OECD countries. In OECD countries, girls entering the
labour market have comparable and often higher education levels than boys. However,
women’s labour market participation and employment still remains significantly lower than
men’s. In the OECD area, the gender gap in employment tended to converge in the 1990s,
thanks to higher employment growth rates for women compared to men, and to remain
constant in the period from 2000 to 2007. In the early years of the recent economic crisis, in
most OECD countries gender gaps in employment shrank, mostly due to heavy job losses in
male-dominated sectors. In many countries, women were able to increase their hours of
work, especially if they were working part-time. The traditional view that women behave as
employment buffers, called in when demand expands but pushed back when it contracts,
has been challenged by the recent economic crisis. In Europe, women are found to bring
effective financial support to their households when their partners are made redundant,
with female breadwinner couples increasing to almost 10% (European Commission, 2013).

Changes in unemployment since the beginning of the crisis reveal that female and
male rates have converged. Unemployment rates among men rose from 5.5% in 2007 to
around 9% in 2009. Over the same period, unemployment among women rose from 6% to
8%, as the service sector - where most women work — was less affected by the crisis.
However, from 2009 onwards, unemployment has decreased for men but not for women:
by the last quarter of 2012, across the OECD, the unemployment rate was around 8% for
both men and women (ILO, 2012; OECD, 2013Db).

Across OECD countries, 14% fewer women than men have a paid job (OECD, 2012a).
Although the gap between men’s and women’s employment rate narrows considerably
with higher educational attainment, on average the employment rate for tertiary-educated
women is still 9 percentage points lower than that of men (Figure 4.5). The difference in
employment rates between tertiary-educated men and women is particularly marked
in Chile, the Czech Republic, Japan, Korea, Mexico and Turkey, where it is as high as
29 percentage points. Conversely, countries with the highest overall employment rates for
25-64 year-olds - Iceland, Norway, Sweden and Switzerland — also have some of the highest
employment rates among women.

Women face pervasive sectoral and occupational segregation and earn less than men

Women are often over- and under-represented in some occupations, partly reflecting
the gender segregation in fields of study described previously. Comparable information on
occupations is available only for European countries and the United States. In these
countries, at least half of all working women are concentrated in 11 of the 110 occupations
listed by the International Labour Organization (ILO), while half of men work in more than
twenty of them. Across the OECD, there is strong feminisation (i.e. high proportion of
women among workers in a specific sector) of the service sector: on average, services
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Figure 4.5. Gender gaps in employment rates among tertiary-educated individuals
Employment rates among 25-64 year-olds with tertiary education, by gender, 2010
«
)
Note: Countries are ranked in ascending order of employment rates for tertiary-educated females.
Source: OECD (2012b), Education at a Glance 2012: OECD Indicators, OECD Publishing, Paris, http://dx.doi.org/10.1787/eag-2012-en.
StatLink =iz http://dx.doi.org/10.1787/888932888775
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account for more than 80% of women'’s employment, compared to 60% in the case of men.
By contrast, women represent less than 25% of the workforce employed in science,
technology and engineering positions, with this under-representation having remained
fairly constant over the past decade (OECD, 2012a). Moreover, the public sector usually
employs more women than the private sector, and these women tend to work in low-paid
jobs in social sectors such as health and education.

Female segregation into low-wage occupations is one of the main contributors to the
gender pay gap (Blau and Kahn, 2000; Flabbi and Tejada, 2012). Women’s wages are lower than
men’s in all OECD countries (Figure 4.6). Among full-time employees, the gap ranges from less
than 10% in Mexico, Hungary and New Zealand to 30% and above in Japan and Korea. In the
last decade, gender wage gaps have been narrowing in almost all OECD countries for which
data are available, with the exception of Italy and France where the gender pay gap has
increased.

Other factors contributing to the gender earnings gap are the higher likelihood that a
woman will delay career advancement due to childrearing responsibilities, the fewer hours
worked by women, and the higher female prevalence in temporary and part-time jobs.
Women often work part-time in order to reconcile work and family life. When part-time
workers are also included, the gender gap in take-home pay doubles in many European
countries for which data are available, and triples in Ireland and the Netherlands. Women
also experience a steep increase in the gender wage gap during their childbearing and
childrearing years (the so-called “motherhood penalty”). Among women of child-bearing age
who work full-time, the gender wage gap of women with children is significantly higher than
of women without children. The wage penalty for having children is on average 14%, with
Korea showing the greatest wage gap between childless women and those with children,
while Italy and Spain have almost none (OECD, 2012a).
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Figure 4.6. Gender wage gaps

Percentage, full-time employees

I 2010 or latest available year <2000 or first available year

50

40

30

20

0
PEITFE PO ETTEFTEIFNTFLELFTFFS TS F SR &

Notes: The wage gap is defined as the difference between male and female median wages divided by male median wages. Estimates of
earnings used in the calculations refer to gross earnings of full-time wage and salary workers. Self-employed women and unpaid family
workers are not included in the calculations. However, this definition may slightly vary from one country to another. Further information
on the national data sources and earnings concepts used in the calculations can be found at: www.oecd.org/employment/outlook.
Countries are ranked in ascending order of the gender wage gap in 2010. The first available year is 2005 for Poland; 2004 for Greece,
Iceland, Spain and Portugal; 2002 for the Slovak Republic; and 2001 for Israel. The latest available year is 2011 for Canada, Hungary, Japan,
Korea, Norway, the United Kingdom and the United States; and 2005 for the Netherlands. The OECD value is a simple average of the
countries displayed in the figure excluding Mexico and Chile.
Source: OECD (2013f), Online OECD Employment Database, www.oecd.org/employment/database; and OECD (2013b), OECD Gender Data Portal,
www.oecd.org/gender/data/.
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In many OECD countries, the wage gap at the top of the earnings distribution is larger than
at the bottom.'® Top female earners make, on average, 21% less than their male counterparts.
This discrepancy suggests that the “glass ceiling” is no myth — women are less likely to move
up the career ladder to top-level salaries. The glass ceiling appears still to be shatterproof, even
after controlling for differences in occupation and sector of employment (OECD, 2012a).

Recent evidence suggests that both wage growth and employment are becoming more
polarised for men than for women. Acemoglu and Autor (2011) and Autor and Dorn (2013)
show that wages and employment rates in traditional middle-skill job sectors are declining
in the United States, with different consequences for men and women. Whereas
employment of women has shifted predominantly to high-skill and high-paying jobs with
barely any growth in low-skill employment, employment of men has shifted to both tails of
the occupational distribution, with a slightly higher increase in low- rather than in high-
skill employment. Similar trends, although not identical, are also visible in the European
Union (Goos et al., 2009).

The low representation of women among entrepreneurs is another important element of
gender inequality in labour markets. In the OECD, the number of men who own a business
with employees is three times the number of women. Enterprises owned by women are often
small and operate with little capital (OECD, 2012c). In OECD countries, womens’ average
earnings from self-employment are up to 60% lower than those of men, and women are
scarcely represented among the owners of the largest companies (OECD, 2012a). As
entrepreneurs, women are on average less endowed than men with key resources such as
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access to business networks and management experience. Stereotypes —such as the belief
that entrepreneurship is a man’s job — and lower exposure of women to role models can
explain why women report less interest in entrepreneurial careers, and often believe they are
not capable of becoming successful entrepreneurs (Coleman and Robb, 2012). Along with these
cultural barriers, women entrepreneurs face specific market failures. A critical one is the
under-provision of credit to less wealthy or less experienced entrepreneurs.

Women and men are equally satisfied with their job, but for different reasons

The long-standing interest in estimating the extent of the gender pay gap has recently
been matched by interest in measuring and understanding gender differences in job
satisfaction. Figure 4.7 shows the gender differences in job satisfaction across OECD
countries.'! In a small majority of countries, women are more likely than men to declare
feeling satisfied with their job. The gender gap is in favour of women in Mexico, Estonia,
Korea, Turkey, Ireland, Italy, Japan and the United States. By contrast, men are more likely
than women to be satisfied with their job in Poland, Chile, Luxembourg, France,
New Zealand and Spain.

Figure 4.7. Gender gaps in job satisfaction
Percentage of people declaring being satisfied with their job, by gender, 2012 or latest available year
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Note: Countries are ranked in ascending order of life satisfaction of the whole population. Data refer to 2011 for Australia, Brazil, Chile
and Israel. Data for Switzerland are not available.
Source: Gallup World Poll, www.gallup.com/strategicconsulting/en-us/worldpoll.aspx.
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The finding that women tend to be more satisfied with their job than their male
counterparts has been summarised in the literature as the “paradox of the contented female
worker” (Agassi, 1982). The lower wages that women receive, as well as the gender bias in
hiring and the occupational segregation that they are likely to experience in the labour market
seem to be at odds with the higher job satisfaction of women. Yet, the job characteristics
valued by women and men have repeatedly been shown to differ.'? In particular, higher levels
of job satisfaction expressed by women may reflect job characteristics that are normally
unmeasured by standard employment and earnings statistics. Research conducted in several
OECD countries shows that in general women are less likely to identify earnings as the most
important aspect of a job (Clark, 1997), and that higher earnings add more to the job
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satisfaction of men than to that of women (Sloane and Williams, 2000; Donohue and
Heywood, 2004). On the other hand, women are more likely than men to identify the flexibility
of work schedule, social relations at work and the significance of the task as the most
important aspects of a job (Bender et al., 2005; Skalli et al., 2008). These differences in job
preferences may result from womens’ desire to integrate work and family life (Garey, 1999).

Single mothers and elderly women are over-represented among poor households

As wages make up the bulk of household income, the male-female pay gap is likely to
translate into gender-based income inequalities. Household-level data measure the total
income women and men can potentially use for their consumption. In Figure 4.8, a simple
indication of gender disparities in household income is obtained by comparing the
proportion of women and men living in poor households. Poor households are defined in
Figure 4.8 as those having an equivalised total income (i.e. before deduction of taxes) below
60% of the national median.'® Women are over-represented in poor households in almost all
OECD countries. Only in Denmark, Ireland and Mexico is the gender difference in this
measure negligible, while in some countries such as Austria, Slovenia, Italy and Chile and
United States the gap is significant.

Figure 4.8. Relative poverty headcount by gender

Percentage of men and women living in poor households, 2010 or latest available year
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Note: Poor households are those with an equivalised total income lower than 60% the national median. Total income is defined as the
sum, at the household level, of the following components: 1) wage, salary and self-employment income of household members; 2) capital
and property income, private pensions, private occupational pensions, and all kinds of private transfers; and 3) social security transfers
from public sources. Total income is expressed in terms of “equivalent” household member, by dividing it by the square root of household
size. The definition of the second and third income component can slightly differ for European countries and non-European countries,
given differences in information available in the microdata public-use files particularly in the reporting of gross and net earnings. Data
for Chile refer to 2009. Countries are ranked in ascending order of percentage of women living in poor households.
Source: OECD calculations based on data from the European Union Statistics on Income and Living Conditions (EU-SILC), http://
epp.eurostat.ec.europa.eu/portal/page/portal/microdata/eu_silc and public-use microdata.
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A limitation of the poverty headcount indicator shown in Figure 4.8 is that it assumes
that all incomes are pooled within the household and therefore that all household
members reach the same level of material well-being, regardless of preferences, needs or
source of income.'? A growing body of literature has shown that resources within
households are not always distributed according to consumption needs (Lise and Seitz,
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2011). Ignoring the presence of intra-household inequality can lead to considerable
understatements of the real levels of inequality between individuals (Haddad and Kanbur,
1990), and to a re-evaluation of conclusions about trends in overall inequality.™

There are no international guidelines on how intra-household inequalities in
economic resources should be measured. The European Union Statistics on Income and
Living Conditions (EU-SILC) introduced survey questions on intra-household sharing of
resources and control over economic decisions. In Europe, 30% of households with at least
two adults report that incomes are partly or fully treated as private resources of the income
earner.'® There are no large differences in the share of women and men reporting that they
keep their personal income separate from the common household budget. However, given
that men earn significantly more than women (15% more on average, see OECD, 2012a), the
partial sharing of incomes may indicate consumption inequalities within households. The
magnitude of these inequalities is likely to be affected by cultural attitudes towards the
value of unpaid work. In fact, differences in freedom to use money for leisure or hobbies
are marked between women with a paid occupation and those without. Some 60% of
women in couples with a paid employment feel free to spend on themselves, while the
share is only 47% for women not in paid employment. The probability that incomes are
fully shared between adult members is higher for poor households, married and older
couples (Pontieux, 2012).

The higher exposure of adult women to poverty is strongly related to their higher
representation in more vulnerable households (Figure 4.9). In particular, women represent
the vast majority of single parents (89% on average across 28 OECD countries). The relative
poverty headcount is, on average, 20% across all family types, 31% for households with only
one male adult, and 39% for households with only one female adult. Women who are single
parents have much larger relative poverty headcounts than women without children
(Figure 4.9, Panel A), even though important differences exist across countries. Women are
also more likely to be single at old age and to end-up living on a relatively small income
(Figure 4.9, Panel B), since they build up fewer pension entitlements and their pensions are
lower (OECD, 2012a).

Women are more likely to experience economic hardship

Other indicators of material conditions, such as measures of asset ownership and
liabilities, would provide important additional information about gender differences in
exposure to economic hardship. A study for the United States (Schmidt and Sevak, 2006)
finds that the median wealth of married couple households is more than four times that of
households headed by single individuals. Households headed by single females fare worse
than married couple households, particularly at the lower end of the wealth distribution.
However, no data on wealth are currently available for international comparison of gender
inequalities.

In the absence of these data, self-perceived evaluations of material living conditions
may offer useful information. Data from the European Survey on Income and Living
Conditions (EU-SILC) show that single women with children are at high risk of material
deprivation, with significant differences across countries. Only 10% of single women (with
or without children) in Finland said they were finding it difficult to make ends meet
in 2010, but this share goes up to 69% for single women in Greece.
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Figure 4.9. Relative poverty headcount for single-adult households
By presence of children and age of the adult, 2010 or latest available year
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Note: Percentage of single-adult households with an equivalised income after social transfers in kind lower than 60% the national
median, by gender and age of the single-adult and by presence of children. Total income is defined as the sum, at the household level, of
the following components: 1) wage, salary and self-employment income of household members; 2) capital and property income, private
pensions, private occupational pensions, and all kinds of private transfers; and 3) social security transfers from public sources. Total
income is expressed in terms of “equivalent” household member, by dividing it by the square root of household size. The definition of the
second and third income component can slightly differ for European countries and non-European countries, given differences in
information available in the microdata public-use files. Data for Chile refer to 2009.

Source: OECD calculations based on data from the European Union Statistics on Income and Living Conditions (EU-SILC), http://

epp.eurostat.ec.europa.eu/portal/page/portal/microdata/eu_silc and public-use microdata.
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Women perform more unpaid work at home

Inequalities in time use between men and women are large and persistent. Women
continue to bear the brunt of household tasks despite their increasing participation in the
paid labour market. As time is a scarce resource, more time devoted to unpaid work often
means less leisure, with negative consequences on well-being. Gender inequalities in time
use are now better documented than in the past, thanks to the increasing availability of time
use surveys (Miranda, 2011). Time use diaries are also an essential input for constructing
“satellite” accounts quantifying the economic value generated by unpaid work.

Across the OECD area, women do 24.5 hours of paid work per week on average and
31.5 hours of unpaid work, while men work 33.7 hours in a paid job (30% more than
women) and do 21 hours of unpaid work (50% less than women) (Figure 4.10). Total work,
the sum of paid and unpaid work, is higher for women, although the difference is not large
(2.3 hours per week more for women, on average in OECD countries). There is a lot of
variation across countries: Italian women do 11 hours more work than Italian men per
week, while in Japan men do 2.4 hours more work than women.
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Figure 4.10. Gender differences in time allocated to unpaid and total work
Difference in weekly hours worked between women and men
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Note: Countries are ranked in ascending order of the gender gap in unpaid work. Data refer to 2011 for Japan and the United States;
to 2010 for Canada and Norway and to 2009-10 for Estonia, Finland, France, New Zealand and Spain. Data refer to 2009 for Korea and
Mexico; to 2008-09 for Austria and Italy; and to 2008 for Turkey. Data refer to 2006 for Australia, China, the Netherlands and Turkey;
to 2005 for Belgium, Ireland and the United Kingdom; to 2003-04 for Poland; and to 2001-02 for Germany. Data refer to 2001 for Denmark;
to 2000-01 for Slovenia and Sweden; to 2000 for South Africa; to 1999-2000 for Hungary; and to 1999 for India and Portugal. For details on
the definition of unpaid work and total work see Miranda, V. (2011), “Cooking, Caring and Volunteering: Unpaid Work around the World”,
OECD Social, Employment and Migration Working Papers, No. 116, OECD Publishing, Paris, http://dx.doi.org/10.1787/5kghrjm8s142-en.

Source: OECD’s calculations based on national time use surveys.
StatLink Sasm http://dx.doi.org/10.1787/888932888870

Gender differences in total work effort are larger when accounting for “secondary
activities”. Figure 4.10 only refers to the main or “primary” activity reported by women and
men in time-use diaries, not considering other activities undertaken simultaneously. Women
do more multi-tasking than men in the domestic sphere (Sullivan and Gershuny, 2012). Across
16 OECD countries, women spend on average 18% more time on secondary activities than men
(25.6 hours per week, compared to 21 hours for men). Childcare in particular is often
undertaken simultaneously with other tasks, so it might not be recorded among primary
activities. The activities women engage in simultaneously are also different from those of men.
For example, women are more likely to engage simultaneously in two unpaid domestic tasks
(e.g. childcare and cooking), while men are more likely to combine an unpaid task with leisure
(e.g. looking after kids while reading a newspaper, as suggested in Sayer, 2007; Sullivan and
Gershuny, 2012). As a result, men tend to associate more positive feelings with multitasking
than women do (Offer and Schneider, 2011).

Time spent on household work and childcare is more balanced than in the past

The use of time by women and men has changed over the past decades, albeit slowly
(Figure 4.11). Clear trends emerge for women: paid employment is increasing in most
countries, while unpaid work is decreasing. Women spend, on average, 1 hour more on
paid work per week and 2.6 hours less on unpaid work than 10 years ago, while men’s paid
work has decreased on average by 4.5 hours and their unpaid workload increased by
2 hours. The average increase in unpaid work done by men is however not observed in all
countries, partly because in some countries men worked even longer hours outside the
home. In Japan, for example, men have further increased the time they spend at work at
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Figure 4.11. Ten-year changes in weekly hours allocated to paid and unpaid work
Change in hours per week for women and men
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Note: Countries are ranked in ascending order of changes in hours per week allocated to unpaid work. Data refer to 2003-11 for the
United States; to 2001-11 for Japan; to 1999-2011 for New Zealand; to 2003-10 for Spain; to 2002-10 for Italy; and to 2001-10 for Norway.
Data refer to 2000-10 for Estonia and Finland; to 1999-2010 for France; and to 2002-09 for Mexico. Data refer to 1997-2006 for Australia; to
1995-2006 for the Netherlands; to 1995-2005 for the United Kingdom and to 1992-2002 for Germany. For details on the definition of unpaid
work and total work see Miranda, V. (2011), “Cooking, Caring and Volunteering: Unpaid Work around the World”, OECD Social, Employment
and Migration Working Papers, No. 116, OECD Publishing, Paris, http://dx.doi.org/10.1787/5kghrjm8s142-en.
Source: OECD’s calculations based on Multinational Time Use Study (MTUS) microdata (www.timeuse.org/), public-use time use survey
microdata and tabulations from national statistical offices.

StatLink iz http://dx.doi.org/10.1787/888932888889

52 hours per week in 2011. These gender trends in paid and unpaid work confirm previous
findings (e.g. Aguiar and Hurst, 2007; Gimenez-Nadal and Sevilla-Sanz, 2012).

One explanation for the decline in women’s unpaid work is greater outsourcing of
housework, e.g. eating out or buying prepared foods, using child care services, or
purchasing help for domestic tasks such as cleaning. While the development of labour
saving devices and their massive adoption by households should also have contributed to
the decline in time spent on household work, yet evidence suggests that such appliances
had little effect (Bittman et al., 2004). The diverging trends across countries are a result of
different evolutions of traditional gender roles, as well as of policies that affect female
labour market participation, including parental leave (OECD, 2012a).
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More unpaid work does not necessarily mean that women have a less enjoyable use of
their time than men, as paid work is usually, rated as less pleasant than housework or
childcare (Krueger et al., 2009). In addition men, more often than women, work overtime or
at atypical times outside the home, and this limits their availability of quality time with
family or friends (Presser et al., 2008). However, the unequal sharing of household work can
have negative effects on women’s well-being through two channels. First, large
responsibilities for household work impinge directly on women'’s decisions to participate
in the labour market, the hours they can put in, and their investment in human capital,
reinforcing gender inequalities in access to economic opportunities and resources (OECD,
2012a; World Bank, 2012). Second, overly heavy workloads for women with the “double
burden” of holding a job and looking after the family can generate time deprivation and
stress, with negative effects on life satisfaction and health.

Women are slightly more likely to be time-poor compared to men. Time poverty can be
understood as the fact that some individuals do not have enough time for rest and leisure
after taking into account the time spent working, whether in the labour market or for
domestic work. Time poor individuals are defined here as those with a level of
discretionary or leisure time (defined as total available time less time devoted to personal
care and time committed to paid and unpaid work) that is lower than 60% of the national
median (Kalenkoski et al., 2011).> In only three countries (Norway, the Netherlands and
Spain) out of 15 for which data are available, the time poverty rate of men exceeds that of
women. Time poverty is a particularly important issue for families with children.
Figure 4.12 shows that time poverty often doubles with the presence of children in the
household, and this increase is greater for women than for men.

Vulnerability to time poverty is affected by family and career choices, and differs
across countries as a consequence of labour market policies and family-friendly workplace
practices. Multivariate analysis, controlling for individual characteristics other than gender
(age, employment status, education, employment status of the spouse), shows that an
additional child generates a reduction in discretionary time for women of 2.3 hours per
week (1.7 hours for men), and an increase of 3.5% in the probability to be time-poor
(2.6% for men, see Annex 4.Al for detailed results). Low-income individuals have lower
rates of time poverty, but the relationship is ambiguous. On one hand, income increases
with paid work. On the other hand, higher-income parents may be able to substitute
money for their own time (e.g. by hiring nannies or housekeepers). The link between
education and time poverty varies across countries: highly educated women are
more likely to outsource their domestic work but they do as much child care than less
educated women.

Subjective indicators on time crunch offer useful complementary information
to objective indicators of time poverty. In a survey taken in 2007, across all European
countries - when asked to rate whether they allocated too much, too little, or the
right amount of time on paid work, contact with family, other social contact, and personal
hobbies, women reported lower satisfaction with their allocation of time than men. These
differences in perceptions of imbalance and stress can be due to the fact that women
maintain general responsibilities for the household’s operation. These responsibilities
(not measured in time diaries) might reinforce women’s feeling that there is not “enough”
time.!8
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Figure 4.12. Time poverty rates for men and women, by presence of children
in the household

Percentage of 15-64 year-olds who are time poor, by gender and presence of children, 2009 or latest available year
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Note: An individual is defined as time poor if his/her discretionary time is lower than 60% the median of discretionary
time for the population 15-64 years old. Data refer to 2009 for Mexico; to 2005 for Ireland, the Netherlands and the
United Kingdom; to 2003 for Spain and the United States; to 2002 for Italy; to 2001 for Denmark and Germany;
to 2000 for Norway, Slovenia and South Africa; to 1998 for France; to 1992 for Austria; and to 1991 for Israel.
Source: OECD’s calculations based on Multinational Time Use Study (MTUS) microdata (www.timeuse.org/) and
public-use time use survey microdata.
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Women and men in society

Women and men are equally likely to have social support, although gender
differences in the type of networking are large

Until recently, women were more isolated at home, while men enjoyed the social
connection of a work environment. On average, the number of women and men reporting
having someone to count on in times of need is almost the same (90% for women, 89%
for men).1®

While gender seems to have little impact on social network support according to the
measure analysed above, some studies reveal that men and women differ with respect to
the provision and receipt of social support (Wood, 1996; Verhofstadt et al., 2007). In general,
women have larger and more multifaceted networks than men, report having more friends
and provide and receive more support from members of their network than men do.
Women are also more likely than men to list someone other than the spouse as a
confidant. By contrast, men tend to maintain close relations with only a few people,
typically their spouses. Moreover, women'’s social network interactions more often involve
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expressive, affiliative and supportive behaviours; while men’s interactions tend to be more
often instrumental (Hanasono et al.,, 2011). In general, women’s friendships focus on
intimacy and disclosure, especially when discussing negative events and exchanging
private information, while men’s are more likely to focus on shared activities and task
orientation (Prentice and Carranza, 2002; Ridgeway, 2009).

Data from the European Quality of Life Survey (EQLS) support some of the gender
differences in the type of networking described above.?’ When it comes to getting help in
looking for a job, women report relying more on their spouses than men do (Figure 4.13,
Panel A). On average, in the countries covered, 19% of women (compared to 14% of men)
reported getting support from their spouses in looking for a job, while 14% of them
declared relying on a friend (compared to 21% of their male counterparts). However,
significant variation exists across countries. In France, Finland, Ireland and Italy women
tend to rely equally on both partners and friends, while in Austria, Germany, Hungary, the
Netherlands, Sweden and the United Kingdom women report getting far stronger support
from their spouses than from friends. As for men, they systematically rely more on their

Figure 4.13. Gender gaps in social network support when looking for a job
and for psychological help in European countries
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Panel A. Ratio of men to women relying on partner/spouse Panel B. Ratio of men to women reporting relying on
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Note: : In Panel A countries are ranked in descending order of male-to-female ratio getting social support from spouse/partner when
looking for a job. Gender gaps are statistically significant for all countries except for Ireland and Spain, when relying on friends, and
excepts for Luxembourg and Slovenia, when relying on the partner/spouse. In Panel B countries are ranked in descending order of
male-to-female ratio getting social support from spouse/partner when looking for psychological help. Gender gaps are statistically
significant for all countries.
Source: OECD’s calculations based on data from the EU (2007), European Quality of Life Survey (database), www.eurofound.europa.eu/surveys/
eqls/2007/index.htm.
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friends than on their spouses (except in Hungary, where men get equal support from both
friends and spouses; and in Austria, Belgium and the United Kingdom, where they declare
getting more help from their partners). The gap between partner’s and friends’ support is
largest in Turkey, in Slovenia and in East-European countries such as Estonia, Poland and
the Slovak Republic.

The opposite pattern arises when it comes to getting psychological help (Figure 4.13,
Panel B). In this case, in all the countries covered, men systematically report getting
psychological help in far larger share from their partners than from their friends. The gap
between partner’s and friends’ support is widest (35 percentage points and above) in
Austria, Greece, the Netherlands and Poland.

Women are still under-represented in politics

Although most women around the world nowadays have the right to vote, there is still a
large disparity between the number of women and men who are actively involved in politics
(Figure 4.14). On average, across OECD countries, 27% of parliamentary seats are now occupied
by women, up from 17% fifteen years ago. The share of parliamentary seats held by women has
increased remarkably from the late 1990s to the mid-2000s, while it has decreased or increased
at a slower pace from 2005 onwards. Nordic countries as well as South Africa have the highest
share of women in single or lower houses of parliament, averaging 42%. Spain, Mexico and
Belgium follow with around 36%-38% of total seats. Other countries trail behind, with less than
20% of women parliamentarians.

Figure 4.14. Proportion of seats held by women in national parliaments
Percentage of parliamentary seats in a single or lower chamber held by women

E2011 or latest available year <©1997 or first available year
60
50 f
40 | ]
3
*
30 S 3
* N S o
20 f <o ©
— . 3
*
10 | < o] ‘q1 * . . *
*
0 dL L | |

TS LIS EEF TG STFF SO PR @S EF TP PE GO o Sy

Note: The latest available year is 2013 for China, Iceland, Israel and Italy; 2012 for France, Greece, Japan, Mexico, the Netherlands, the
Slovak Republic and the United States; 2010 for Australia, Belgium, Brazil, the Czech Republic, Hungary, Sweden and the United Kingdom,;
2009 for Chile, Germany, India, Indonesia, Korea, Luxembourg, Norway and South Africa; and 2008 for Austria. The first year available is
1996 for Australia, the Czech Republic, Greece, India, Israel, Italy, Japan, New Zealand, Slovenia, Spain and the United States; 1995 for
Austria, Belgium, Estonia, Finland, Iceland, Portugal, the Russian Federation and Switzerland; 1994 for Brazil, Denmark, Germany,
Hungary, Luxembourg, the Netherlands, the Slovak Republic, South Africa and Sweden; 1993 for Chile; and 1990 for Korea. Data for the
United States refer to all voting members of the House; data for South Africa do not include the 36 special delegates appointed on an
ad hoc basis.
Source: OECD (2013b), OECD Gender Data Portal, www.oecd.org/gender/data/; and IPU (2013), Inter-Parliamentary Union (database), www.ipu.org/
wmn-e/classif.htm.

StatLink =i=m http://dx.doi.org/10.1787/888932888946
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A number of institutional features (e.g. electoral system, quota provisions), cultural
elements (e.g. religion, gender norms) and socio-economic factors (e.g. economic
development, proportion of women in higher education) affect the degree to which women
are represented in politics. Differences in attitudes towards women’s role in society play a
key role in explaining cross-country variation in the proportion of women
parliamentarians (Ruedin, 2012). Recent studies also suggest a positive link between the
presence of women in the paid workforce and women’s political representation, e.g. more
women in the workforce increase the pool of female candidates from which parties can
draw upon (Stockemer and Byrne, 2012).

Men are more likely to be homicide victims

In order to fully participate in economic and social life, both women and men need to
live a violence-free life. Any type of violence - be it physical, sexual or emotional, during
childhood or later in life - has negative consequences on well-being. However, women and
men differ in their exposure to crime, in their feelings of security, and in the effects of

violence on their lives.??

A large portion of crimes is neither reported not recorded, which hampers
cross-country comparability. Homicide is one of the few crimes for which police records
provide a reasonably accurate and comparable picture. Although homicide is a rare crime,
especially when compared to other crimes against the person and property, research has
shown that homicide is typically associated with many other milder types of crimes
(UNODC, 2011).

Figure 4.15 shows the levels of intentional homicide - the unlawful death purposefully
inflicted on another person - (Panel A) as well as the average distribution of victims by
gender (Panel B). In most OECD countries, homicides are low (below 2.5 homicides per
100 000 population).?? They are, however, more than twice as high in the United States, Estonia
and Chile, and even higher in Mexico and Brazil. Men make up the majority of all victims of
intentional homicides (except in Korea and Slovenia, where homicide rates are slightly higher
for women than for men). Against this overall pattern, there are significant differences in the
sex distribution of homicide victims. In Brazil and Mexico, where homicide rates are relatively
high, women make up only 10% of all homicide victims. In contrast, across European
countries, where homicide rates are relatively low, women on average account for 35% of all
homicide victims.?® This different gender structure indicates a different typology of homicides
in different regions of the world, with higher shares of men victims associated with larger
shares of firearm and organised crime-related deaths.

Women are the primary victims of domestic and intimate partner violence

While women represent a smaller share of homicide victims, they are the predominant
target of intimate partner/domestic violence. Intimate partner/domestic violence is likely to
be more devastating for victims than violence outside the home, as it might leave victims
without a safe place to live, with no one to trust, and anxieties about the safety of their
children (Robeyns, 2003). Available data for Europe show that, in 2008, half of female victims
of homicide were killed by a family member (35% by spouses or ex-spouses and 17% by
relatives), while only 5% of all male victims were killed by spouses or ex-spouses and some
10% by other family members. Studies from Australia, Canada, Israel, South Africa and the
United States show similar results, with 40% to 70% of female murders being linked to
intimate partner/domestic violence (UNODC, 2011; United Nations, 2010).2*

126 HOW'’S LIFE? 2013: MEASURING WELL-BEING © OECD 2013



4. GENDER DIFFERENCES IN WELL-BEING: CAN WOMEN AND MEN HAVE IT ALL?

Figure 4.15. Homicide rates: Levels and gender gaps
2011 or latest available year

Panel A. Intentional homicide
standardised rates per 100 000 population
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Note: Data refer to 2010 for Brazil, Greece, Ireland, Israel, Italy, Luxembourg, Mexico, the Netherlands, the Russian Federation, the
Slovak Republic, Slovenia, Switzerland, Sweden, the United Kingdom and the United States. Data refer to 2009 for Belgium, Canada,
Chile, the Czech Republic, France, New Zealand and South Africa. Data refer to 2008 for Iceland. Data for Turkey are not available.
Source: OECD’s calculations based on OECD (2013c), “OECD Health Data: Health status”, OECD Health Statistics (database), http://dx.doi.org/
10.1787/health-data-en.
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Homicides represent only the tip of the iceberg, as far as intimate and gender-based
violence against women is concerned (United Nations, 2010). For every woman victim of
homicide, many more are physically injured, sexually harassed or emotionally abused.
While we are still a long way from capturing the extent of intimate partner/domestic
violence and from understanding its overall impact on victims, their surroundings and
society, data from victimisation surveys give an idea of the extent and frequency of this
phenomenon. Figure 4.16 shows the prevalence and incidence of intimate partner violence
against women both during their whole lifetime and in the 12 months prior to the data
collection, for selected countries.

Although these statistics need to be interpreted and compared with caution (due to
different methodologies, definitions and collection methods), they suggest that a large
share of women have been physically or sexually abused by their partner at least once in
their lifetime. The proportion of women experiencing physical and/or sexual violence in
their lifetime ranges from 6% in Canada to about 40% and above in Mexico (47%),
Turkey (43%) and India (37%). As for violence experienced in the 12 months preceding the
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Figure 4.16. Intimate partner violence against women

Percentage of women reporting having experienced intimate partner physical and/or sexual violence, 2010
or latest available year
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Note: Data refer to 2010 for the United States; to 2009 for Canada; to 2008 for Norway, the Slovak Republic and Turkey; to 2007 for France
and Portugal; and to 2006 for Italy and Mexico. Data refer to 2005-06 for Finland and India; to 2005 for the United Kingdom; and to 2004
for Chile and Poland. Data refer to 2003 for the Czech Republic, Denmark, Germany, Ireland and Switzerland; to 2002-03 for Australia;
to 2002 for New Zealand; and to 2000-03 for Japan. Data refer to 2001 for Brazil (Province). Data on violence over the past 12 months prior
to collection are not available for Chile and Germany. Data on whole life violence are not available for Finland, France and Portugal. Data
for Canada refer to a 5-year prevalence rate. Data for Finland, Ireland, Mexico, Portugal and the United States include forms of emotional
violence in addition to physical and/or sexual violence.
Source: OECD’s calculations based on data from UN Women (2013), “Violence against Women Prevalence Data: Surveys by Country
(compiled by UN Women as of December 2012)”, United Nations Entity for Gender Equality and the Empowerment of Women,
www.endvawnow.org/uploads/browser/files/vawprevalence_matrix_june2013.pdf and General Social Survey on Victimization.

StatLink Si=m http://dx.doi.org/10.1787/888932888984

survey, over one in ten women report recent abuse in the Slovak Republic (12%) and Turkey
(14%), with this proportion being even higher in India (24%) and Mexico (40%). Intimate
partner violence occurs in every culture, country, and age group. It affects people from all
socio-economic, educational, and religious backgrounds, although some factors increase
the risk of its occurrence. Disadvantaged social, economic and legal conditions contribute
to the risk of becoming a victim or perpetrator of intimate partner violence (Annex 4.A2).

Recent research, however, suggests that both women and men may be victim of
particular types of intimate partner violence (Kelly and Johnson, 2008), although the extent
of gender symmetry in severity of injuries and fear is disputed (Holtzworth-Munroe, 2005).

Women are more fearful of crime than men

The high female exposure to intimate partner violence and sexual assault contributes to
explain the lower feelings of security reported by women (Ferraro, 1996). Figure 4.17 shows the
percentage of individuals declaring feeling safe when walking alone at night in their city or
neighbourhood.?> In OECD countries, the majority of people feel safe when walking alone at
night, although there is substantial variation across countries and between sexes. In Norway,
about 90% of the population feel safe, while this proportion is close to 50% in Greece, Chile and
Mexico. In South Africa only one person in three feels safe when walking alone at night in their
neighbourhood. Women systematically report lower feelings of security than men. This gender
gap is lowest in Mexico, Turkey, India and China, and highest in the Netherlands, Australia and
New Zealand.
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Figure 4.17. Gender gaps in feelings of security

Percentage of people declaring feeling safe when walking alone at night in the city or area where they live,
by gender, 2012 or latest available year
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Note: Countries are ranked in ascending order of feelings of security of the total population. Data refer to 2011 for Australia, Brazil, Chile
and Israel. Data refer to 2009 for Switzerland.
Source: Gallup World Poll, www.gallup.com/strategicconsulting/en-us/worldpoll.aspx.
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Gender does not seem to play a key role in life satisfaction

One natural question is how far the differences in objective outcomes outlined earlier
in this chapter map into differences in subjective well-being for women and men, and how
women’s and men’s subjective well-being has changed over time. Unfortunately
comparable time-series on life satisfaction are rare; for this reason this section focuses on
differences in life satisfaction at one point in time, while referring to national studies for
getting a sense of how trends in life satisfaction have evolved over time (Box 4.2).

Figure 4.18 shows levels of life satisfaction across OECD countries and emerging
economies in 2012, using the Cantril ladder, which asks people to rate their general
satisfaction with life on a scale from 0 to 10, with 10 being the most satisfied.?® Although there
is large variation across countries - with the gap between countries with the highest
satisfaction and those with the lowest being approximately 3 points on the scale - gender does
not seem to play a major role in shaping people’s subjective evaluation of their own lives.?” In
a small majority of countries, women report slightly higher average levels of life satisfaction
than men do. The widest gender gaps in favour of women are in Canada, Finland, Korea, Japan,
Ireland and the United States. This pattern is broadly in line with previous research, which has
shown fairly small gender differences in all age groups (Diener et al., 1999).

Research suggests that the determinants of life satisfaction are largely the same for men
and women (i.e. income and wealth, jobs and earnings, social connections). Significant
differences by gender are found only for employment and health status, which are stronger
drivers of life satisfaction for women than they are for men (Boarini et al., 2012).

Men are more likely than women to report positive feelings

How people are feeling at a specific point in time is as important as how people evaluate
their life as a whole (Kahneman and Krueger, 2006; OECD, 2013e). Measures of positive affect
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Box 4.2. Trends in women’s and men’s life satisfaction

The Gallup World Poll only provides information on life satisfaction for the period
since 2005. This is insufficient to identify trends in life satisfaction, which are likely to
change only at a slow rate. Recent research has provided evidence of a decline in women’s
life satisfaction in the United States and across a variety of European countries (with
Western Germany being an exception). For instance, Stevenson and Wolfers (2009), using
data from the US General Social Survey going back to the early 1970s, found that women
have become somewhat less “happy” over time, both absolutely and relative to men.

Different explanations have been suggested to explain the declining trend in women'’s
life satisfaction. One possible explanation is grounded in the changes in family structure
over the last 40 years, which include a rising share of single mothers, especially among the
less educated. Another explanation of the decline in women'’s subjective well-being
reflects the view that today’s women have to juggle more complicated lives and many
more objectives than in the past. Women may now, more than before, feel a need to be a
good wife, a dedicated mother, and to have a career in order to be fulfilled; these multiple
goals are competing for women’s time and resources. Moreover, it is conceivable that
women, as they close the gender gap in labour market achievements, are now deriving
their life satisfaction from how well they are doing compared to men (while they used to
mainly compare themselves to other women in the past), or that they now have higher
standards for what their life should be like.

Due to difficulties in interpreting the observed trends in self-reported life satisfaction,
alternative sources of data have been used to provide a complementary perspective on
how people’s happiness has been changing over time. Krueger et al. (2007) combined time
use data with information on how individuals affectively experience various activities they
engage in. The main finding of their research is that there has been a gradual decline in the
proportion of time spent in unpleasant activities among men; while among women,
despite a decline in time allocated to household duties, the time spent in unpleasant
activities has not changed much.

Source: Adapted from Stevenson and Wolfers (2009) and Bertrand (2011).

capture experiences of positive feelings such as happiness, joy and contentment. Measures of
negative affect capture experiences of negative feelings or emotional states such as worry,
sadness or depression. Positive and negative affect are sometimes combined into a measure of
“affect balance” that records the extent to which positive affect exceeds negative affect in a
person at a given point in time (e.g. Diener et al., 2010; Boarini et al., 2012; OECD, 2013e).

In more than two-thirds of OECD countries and other major economies, men are more
likely than women to report a positive affect balance (Figure 4.19).?% The gender gap in
affect balance is highest (10 percentage points and above) in Chile, Hungary, Slovenia and
Spain, as well as Brazil and the Russian Federation. These findings are in line with recent
research showing that women consistently report more negative emotions than men
(e.g. Costa et al., 2001; Tesch-Romer et al., 2008).

The results shown above for life satisfaction and affect balance, with women scoring
slightly higher levels of life satisfaction and significantly lower levels of affect balance,
raise the question about the different gender responses to alternative measures of
subjective well-being. One possibility is that women are more willing to report more
extreme responses than men, which would be consistent with both higher average scores
on life satisfaction and a lower affect balance (Boarini et al., 2012). However, it should be
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Figure 4.18. Gender gaps in life satisfaction
Cantril Ladder, mean value by gender, 2012 or latest available year
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Note: Countries are ranked in ascending order of life satisfaction of the whole population. The Cantril Ladder is measured on a scale
from O to 10, where 10 stands for the highest satisfaction. Data refer to 2011 for Brazil and Chile; and to 2009 for Switzerland.
Source: Gallup World Poll, www.gallup.com/strategicconsulting/en-us/worldpoll.aspx.
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Figure 4.19. Gender gaps in affect balance
Percentage of people with positive affect balance, by gender, 2010 or latest available year
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Note: Countries are ranked in ascending order of positive affect balance of the whole population. Data refer to 2009 for Estonia, Israel,
Switzerland and South Africa; and to 2008 for Iceland and Norway.
Source: OECD’s calculations based on data from the Gallup World Poll, www.gallup.com/strategicconsulting/en-us/worldpoll.aspx.
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borne in mind that life satisfaction and affect balance capture different facets of subjective
well-being. While life satisfaction reflects an overall evaluation of life, affect balance refers
to the feelings experienced at a given point in time. It is then conceivable that in their daily
life women perform sometimes more taxing and less enjoyable tasks than those performed
by men (OECD, 2011b).
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Statistical agenda ahead

Although gender statistics are generally mainstreamed in national statistical systems,
the production and compilation of gender-based indicators still focuses on traditional
fields.?° In many areas, gender is a major concern that remains uncovered or unnoticed,
thus preventing the full understanding of the contributions of women and men to society,
as well as of the different situations and constraints that they experience in their daily life.
Some of the most pressing priorities that need to be addressed include:3°

e Labour statistics. The analysis of gender pay differentials requires comparable and reliable
earnings data. The International Labour Organization and the OECD have undertaken major
efforts to collect and standardise global wages data. However, in many countries collecting
data by means of surveys is difficult, and administrative records cover only parts of the
labour force. In addition, further efforts are needed to fully harmonise concepts such as paid
and unpaid overtime, benefits and non-financial rewards.

e Gender bias in the intra-household allocation of resources. Indicators of intra-household
income and resources allocation are still scarce and only available for a handful of countries.
In order to get a better appraisal of the intra-household allocation of resources, questions to
the head of the household could be supplemented by more explicit questions on who provides
the household income and who decides how earnings are used, as well as on subjective evaluation
of the adequacy of income levels. These questions should, ideally, be asked to all household
members who are present at the time of the interview, as perceptions might differ as to
where the real locus of decision-making lies.

e Unpaid work. Women perform the bulk of the unpaid care work and domestic tasks.
However, because the System of National Accounts (SNA) places these activities outside
its production boundary, they are excluded from the scope of economic and labour
statistics. As a result, a significant component of women’s work remains invisible and
their full contribution to the economy is undervalued in national accounts. Time use
data are uniquely able to measure comprehensively the different activities of women
and men. However, due to the relatively resource-intensive nature of Time Use Surveys,
these are generally conducted at about five-yearly intervals (with the exception of the
United States). In interim years or where their implementation is not feasible, data on
unpaid work and use of time can be collected through survey instruments with lower
collection and response burden, e.g. “light” diaries with pre-coded time use categories
(UNECE, 2013).

e Gender-based violence and violence against women. A number of initiatives have been
launched by national statistical offices and international organisations to spread awareness
of gender-based violence. These include the WHO Multi-Country Study on Women’s Health and
Domestic Violence, the UN report World’s Women and the International Violence against Women
Survey. Despite this increasing interest, data on gender-based violence remain scarce and
difficult to compare, as they often rely on different methodologies, definitions and
questionnaires. The UN Guidelines for producing statistics on violence against women, which will
be finalised and published in 2013, should help improve cross-country comparability.
Results from the survey conducted by the European Union Agency for Fundamental Rights,
which will be made available later this year, will provide comparable evidence of
gender-based violence in the 27 EU member states. Alongside reliable and comparable
indicators, a better understanding of the determinants and outcomes of intimate partner
violence is essential. In-depth analysis is needed to explore the extent to which different risks
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and protective factors act at the individual, household and community level to contribute or
reduce the risk of being a victim or perpetrator of gender-based violence. Further analysis is
necessary to fully appraise the effects of intimate partner violence on women’s physical,
reproductive and mental health (e.g. estimates of deaths, illness and disability-adjusted life
years lost due to violence), as well as on aspects of women’s lives other than health — such
as their ability to work outside the home and to control assets. In the absence of official
records on violence against women, the health sector could be seen as a source of statistics,
as are the data kept by non-governmental organisations involved with the protection of
abused women, although comparability and reliability issues may emerge. More
methodological work is needed to establish the content, boundaries and operationalisation
of measures applicable to non-conventional forms of gender-based violence, such as stalking,
emotional abuse, discrimination and violence at work.

e Jjoint distribution of well-being outcomes. As discrimination is often more acute in the case
of women who are multiply disadvantaged by factors such as race, age, ethnicity,
disability status, it is important to look at the joint correlation of gender inequalities and
at a broader range of drivers of gender disparities in different well-being dimensions. In
this vein, it would be important to develop specific gender indicators for women who
cumulate several disadvantages, e.g. being a single mother, earning low income, etc.
This multidimentional analysis could be facilitated by integrating different surveys and
the inclusion of special modules on women’s and men’s well-being in standard statistical
instruments (e.g. social or general household surveys).

In the attempt to fully integrate a gender perspective into national statistics and improve
cross-country comparability, the UN Statistical Commission has recently produced a manual
on gender statistics. The manual is meant to help the statistical community to develop a
comprehensive plan for the production of gender statistics and to ensure that the design of
surveys and censuses takes into account gender issues and avoids gender biases in
measurement. In May 2013, OECD member countries adopted the OECD Recommendations on
Gender Equality in Education, Employment and Entrepreneurship. In the Recommendations,
countries are encouraged to ensure the collection, production and development of timely and
internationally comparable gender-sensitive data and indicators, by allocating adequate
resources to gender statistics and facilitating their dissemination through the OECD Gender
Data Portal.

Conclusions

From the gender segregation of jobs and fields of study to the female/male
differentiation between paid and unpaid work, gender acts as a fundamental principle that
shapes social relations and roles in virtually all spheres of life. This chapter provides a
broad picture of gender inequalities in well-being, in order to understand how women and
men are faring today, and to identify areas of well-being where the available statistics need
to be improved to get a rounded picture of women’s and men’s quality of life.

No gender consistently outperforms the other, and gender gaps in well-being have being
narrowing in the last decades, although men still score higher than women in a number of
areas. Women live longer than men, but are also ill more often. On the education front, girls
are now doing better than boys in school, but remain under-represented in key fields of
education that provide greater employment and career opportunities. Similarly, women are
increasingly present in the labour market, although they still earn less than men, spend
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more hours in unpaid work and find it harder to reach the top of the career ladder or to start
their own business. Men are more often the victims of homicide and assault, but women are
the primary target of intimate partner violence. Finally, although women typically report
slightly higher life evaluations than men, they are more likely to experience negative
emotions relative to their male counterparts.

Despite progress in mainstreaming gender perspectives in the collection and
dissemination of national statistics, much remains to be done. In a number of areas of
critical interest for policy makers, gender data and indicators are still insufficient or lack
comparability across countries. Further effort should be promoted to develop sound
gender-based measures in the fields of labour statistics, entrepreneurship and unpaid
work, intra-household allocation of resources and gender-based violence.

Notes

1. The terms sex and gender are often used synonymously, although in gender research the two
concepts have different meanings. Sex refers to the biologically recognised differences between
men and women (e.g. chromosomes, internal and external sex organs, hormonal makeup and
other secondary sex characteristics). In contrast, the term gender refers to “to the economic, social
and cultural attributes and opportunities associated with being male or female” (UNFPA, 2009).
Gender is “constantly created and re-created out of human interaction, out of social life, and is the
texture and order of that social life” (Lorber, 2001:83). It is a “social construction” that changes over
time and can be different across societies (Connell, 1985).

2. In other areas, such as family status, fertility preferences, contraceptive behaviour and actual
fertility, however, statistics are biased against men, in the sense that more information is collected
on women in these areas.

3. Life expectancy at birth is the average number of years a newborn can expect to live if they
experienced the age-specific mortality rates prevalent in a particular year.

4. The World Health Organization (WHO) recommends including self-rated health as a standard
component of health surveys, phrasing the question as “How is your health in general?” with
response scale “It is very good/good/fair/bad/very bad” (de Bruin et al., 1996).

5. The indicator shown in Figure 4.2 Panel A is based on data drawn from the OECD Heath Database
referring to the following question: “How is your health in general?” with response scale “very good/
good/fair/bad/very bad”. The indicator shown in Figure 4.2 Panel B refers to the following question:
“Do you have any problems that prevent you from doing any of the things that people of your age
normally do?” from the Gallup World Poll. Answers are grouped into two categories (yes/no).

6. Mental health is defined by the World Health Organization (WHO) as “a state of well-being in
which the individual realises his or her abilities, can cope with the normal stresses of life, can work
productively and fruitfully, and is able to make a contribution to his or her community”.

7. HLY is calculated annually by Eurostat and the European Joint Action on Healthy Life Years
(EHLEIS) for each EU country using the Sullivan (1971) method. It is calculated using mortality
statistics and data on self-perceived disability. Mortality data comes from Eurostat’s demographic
database, while self-perceived disability data comes from a minimum European health module
that is integrated within the survey on EU statistics on income and living conditions (EU-SILC). The
EU-SILC question reads: “For at least the past six months, to what extent have you been limited
because of a health problem in activities people usually do? Would you say you have been: Severely
limited? Limited but not severely? Not limited at all?”

8. NEETs are defined as youths “neither in employment nor in any education nor training”. This
definition includes: i) unemployed persons (according to ILO definition) not in any education and
training; and ii) inactive persons (ILO definition) not in any education and training.

9. Teenage pregnancy is defined as pregnancy in a female under the age of 20 (when the pregnancy
ends). In the OECD area, teenage pregnancy rates are highest in Mexico, Chile and Turkey. They are
also high among English-speaking countries. In New Zealand and the United Kingdom teenage
pregnancy rates are above 20 births per 1 000 women aged 15-19 years (22.1 and 23.6 respectively).
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In the United States the teenage pregnancy rate is even higher, with 35 per 1 000 women aged
15-19 years. Rates of teenage births are lowest in the Netherlands, Slovenia, Italy, Japan and
Switzerland, with rates of 5 or less per 1 000 young women (UNICEF, 2007; OECD, 2013a).

The lower gender wage gap at the bottom of the earnings distribution is partly explained by
institutional factors, such as the influence of minimum wage and the coverage of collective
bargaining (ILO, 2006). In some countries, however, pay penalties are larger among low-wage
earners, suggesting the presence of “sticky floors”, that is the barriers that prevent women from
moving up from lower level jobs (Christofides et al., 2013).

The indicator shown in Figure 4.7 is based on data drawn from the Gallup World Poll referring to
the following question: “Are you satisfied with your job or the work you do?” Answers are grouped
into two categories (yes/no).

Overall job satisfaction can be thought of as a combination of different levels of satisfaction with
the various characteristics of the job. This implies that the same stated job satisfaction level can
be obtained through different combinations of job facets reflecting satisfaction with intrinsic and
extrinsic features of the job.

The equivalised income is calculated by dividing the household’s total income from all sources by
its equivalent size, which is calculated using the OECD equivalence scale (OECD, 2011b).

A related issue is that the use of the same equivalent scales for all countries neglects the
cross-country variations in the costs of raising children (Quisumbing et al., 2001).

Lise and Seitz (2011) estimate that the use of equivalence scales largely underestimate the level of
consumption inequality, as large differences in earnings of husbands and wives translate into
large differences in consumption allocation within the household. While the between-household
component of consumption inequality has increased over the last decades, inequality within
households has been decreasing due to the higher labor force participation of women.

The question in the special module asks whether incomes are treated as “common resources” or
“private resources”. “Common resource” means that any of the two adult (income earner or not)
can freely use the money from the household income pool for his/her consumption. An analysis of
the EU-SILC 2010 special module on intra-household sharing of resources shows some
inconsistencies in responses, probably due to problems in the interpretation of the questions

(Pontieux, 2012).

A relative approach to define the time poverty threshold is more appropriate given the difficulties
of setting ad hoc rules on the absolute time required to perform activities such as personal care or
household maintenance. Relative thresholds also take into account cultural differences across
countries.

This indicator relies on the question: “Could you tell me if you think you spend too much, too little
or just about the right amount of time” in four areas: i) my paid work; ii) contact with family
members; iii) other social contact; iu) own hobbies (see OECD, 2011b).

Data are drawn from the Gallup World Poll and refer to the following question: “If you were in
trouble, do you have relatives or friends you can count on to help you whenever you need them?”
Answers are grouped into two categories (yes/no).

The indicator shown in Figure 4.13 Panel A is based on data drawn from the European Quality of
Life Survey (EQLS) referring to the following question: “From whom would you get support if you
needed help when looking for a job?” Figure 4.13 Panel B refers to the following question: “From
whom would you get support if you were feeling a bit depressed and wanting someone to talk to?”,
drawn from the same survey.

The question whether one gender is more vulnerable to the effects of violence than the other has
been only limitedly explored (Romito and Grassi, 2007). The few results available to date are
inconclusive. Some studies suggest that women are more vulnerable than men at least concerning
some types of violence or some health outcomes such as post-traumatic stress disorder. Other
studies, however, point in another direction. Considering several types of violence and multiple
health indicators, Pimlott-Kubiak and Cortina (2003) did not find gender differences in the
consequences of violence when violence histories have been taken into account.

Data shown in Figure 4.15 refer to the number of deaths classified as “deaths by assault” according
to the International Classification of Diseases (ICD).
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23. The smaller share of female victims among the total number of homicides in some countries of
Latin America, however, does not equate to lower female homicide rates there in comparisons to
other countries or regions. In those Latin American countries the female homicide victims rates
are high, but it is the exceptional number of homicides affecting males that makes the share of
female homicides particularly low in that region.

24. Women are also the primary target of trafficking in persons, especially for the purpose of sexual
exploitation. Between 2007 and 2010 women and girls accounted for about 75% of all trafficking
victims detected globally. In general, traffickers tend to be adult males, although more women are
involved in trafficking in persons than in most other crimes (UNODC, 2012).

25. The indicator shown in Figure 4.17 is based on data drawn from Gallup World Poll referring to the
following question: “Do you feel safe walking alone at night in the city or area where you live?”
Answers are grouped into two categories (yes/no).

26. The indicator shown in Figure 4.18 is based on data drawn from Gallup World Poll referring to the
following question: “Please imagine a ladder with steps numbered from zero at the bottom to ten
at the top. Suppose we say that the top of the ladder represents the best possible life for you, and
the bottom of the ladder represents the worst possible life for you. On which step of the ladder
would you say you personally feel you stand at this time, assuming that the higher the step the
better you feel about your life, and the lower the step the worse you feel about it? Which step
comes closest to the way you feel?”

27. Although gender gaps in life satisfaction are small, different data sources seem to confirm that
women tend to report slightly higher levels of life satisfaction than men. For instance, in the
United Kingdom, the large scale 2011-12 Annual Population Survey (160 000 adults aged 16 and
more) reports men having slightly lower life satisfaction on average than women.

28. The affect balance shown in Figure 4.19 consists of three positive feelings (joy, enjoyment and
self-rest) and three negative ones (worry, sadness, depression).

29. During the 6th meeting of the Inter-agency and Expert Group on Gender Statistics held at the Dead
Sea in March 2012, the results of a global review of the gender statistics programmes in UN
countries were presented. The global review was developed by the UN Statistics Division in
consultation with the regional commissions, and finalised by a task team of the Inter-agency and
Expert Group on Gender Statistics. Results reveal that 68% of the 128 responding countries already
have a gender statistics focal point in the national statistical office; 37% have a co-ordinating body
for gender statistics at the national level. In addition, gender statistics are governed by statistics or
gender-related laws, regulation or national action plans in an overwhelming majority of the
countries (86%), but only 15% of those countries have specific legislation requiring the national
statistical system to conduct specialised gender-based surveys.

30. The following selection of topics, although far from being exhaustive, is meant to combine the
main statistical areas where a gender perspective could be particularly relevant in light of the
increasing resource pressures that many official statistical agencies are facing.
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ANNEX 4.A1

Determinants of time poverty

This annex presents detailed results from a multivariate analysis on determinants of
time poverty. The analysis is based on a dataset of harmonised time-use surveys, obtained
from the Multinational Time Use Study (MTUS) version 5.3 merged with other microdata
processed at the OECD.

The regressions are based on pooled data for the following countries and years: 2005 for
Canada and the Netherlands; 2003 for the United States; 2002 for Spain; 2001 for Denmark and
Germany; 2000 for Norway and Slovenia; 1998 for France; 1992 for Austria; and 1991 for Israel.

In the ordinary least square specification, the dependent variable is the amount of
discretionary time in minutes per day. Discretionary time is defined as total time
(1 440 minutes per day) minus time spent in paid work, unpaid work and on personal care.
In the probit specification, the dependent variable is being time poor. Time poor
individuals are those whose discretionary time (in minutes) is less than 60% of the national
median discretionary time of the working-age population.

Number of children is defined as the number of children under the age of 18 living with
the diarist.

Employment takes a value of 1 if the diarist is employed (any number of hours) and 0 if
the diarist is not employed.

Tertiary educated is equal to 1 if the individual pursued their education beyond the
secondary level (ISCED 5 and above). Spouse is employed is equal to 1 if the individual’s
spouse is employed (any hours) and equal to 0 if the spouse does not work. Lowest income
quartile is equal to 1 if the individual’s income falls in the bottom 25% of the national
income distribution, it is equal to 0 if the individual’s income is higher than the lowest
quartile. Age dummies are equal to 1 if the individual’s age falls in the age range of each
dummy (0/1 variable). The age category 15 to 24 is the reference group with respect to
which the results for the other age categories should be interpreted.

Individual weights are applied to make the national samples representative of the age
and gender distribution of the underlying population and ensure an even distribution of
the sample over all days of the week. These weights are further inflated by a factor
reflecting the proportion of good quality responses in the dataset. A good quality diary is
defined as missing no more than 91 minutes of reported time, containing at least
7 different activity episodes, reporting at least 3 of the 4 basic daily activities (eating,
sleeping, personal grooming and exercise or travel) and not missing information on either
age, sex or the day the diary was completed.
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Table 4.A1.1. The determinants of time poverty

Discretionary time (minutes) Time poor (probability)
Dependent variables Ordinary least squares Probit (marginal effects)
All Men Women All Men Women
Sex -53.731*** 0.055***
(1.095) (0.003)
Number of children -19.430%** -15.75%**1 -20.61***1 0.034*** 0.029***1 0.037**1
(0.567) (0.838) (0.755) (0.001) (0.002) (0.002)
Employed -117.749***  -168.48***! -89.82***1 0.227*** 0.259***1 0.220***1
(1.341) (2.505) (1.569) (0.003) (0.005) (0.004)
Tertiary educated 1.09 -1.232 2.35 0 0 -0.001
(1.194) (1.753) (1.59) (0.003) (0.005) (0.005)
Spouse is employed -8.658*** -5.59***3 -11.70***3 0.015*** 0.006 0.025***
(1.364) (1.841) (2.03) (0.004) (0.005) (0.006)
Lowest income quartile 2.41 0.892 -0.793 -0.011** -0.005 -0.009
(1.594) (2.543) (1.993) (0.005) (0.008) (0.006)
Age (15-24) -26.771*** -26.023*** -23.569*** 0.047*** 0.043*** 0.048***
(3.505) (6.056) (4.186) (0.01) (0.016) (0.012)
Age (25-44) -8.964*** -9.58 -6.23 -0.002 -0.003 -0.001
(3.446) (5.909) (4.14) (0.009) (0.016) (0.012)
Age (45-64) 34.689*** 21.96***2 26.33***2 -0.096*** -0.069***3 -0.116***3
(3.728) (6.166) (4.629) (0.017) (0.026) (0.023)
Country fixed effects Yes Yes -Yes Yes Yes Yes
R-squared 0.159 0.189 0.125 0.0619 0.0609 0.0674
Observations 141 265 68 005 73 260 122 048 57 247 64 801

Note: Robust standard errors in parentheses: *** significant at the 1% level, ** significant at the 5% level, * significant
at the 10% level.
1. Equality of coefficients for men and women rejected at the 1% level.
2. Equality of coefficients for men and women rejected at the 5% level.
3. Equality of coefficients for men and women rejected at the 10% level.
Source: OECD’s calculations based on Multinational Time Use Study (MTUS) microdata (www.timeuse.org/) and
public-use time use survey microdata.
StatLink %a=r™ http://dx.doi.org/10.1787/888932889288
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ANNEX 4.A2

Determinants of intimate partner violence

Identifying the circumstances, levers and protective factors that influence the
occurrence of intimate partner violence is crucial to design effective policies and
programmes that help prevent further violence and facilitate recovery. The causes of
intimate partner violence and sexual violence are best investigated through the use of
longitudinal studies of victims. These studies track people over time to document their
experiences of such violence and how these experiences relate to other factors at various
stages of their life. Unfortunately, few such studies exist, as the measurement of social and
cultural conditions that could be thought of as risk factors (i.e. the status of women, gender
norms) pose serious challenges, especially across countries and different cultures. Some of
the drivers of intimate partner violence explored by the literature include:

e Poverty. Poverty and the associated stress are key contributors to intimate partner
violence. Although intimate partner violence occurs in all socio-economic groups,
women living in poverty are disproportionately affected. Relation between poverty and
intimate partner violence may be mediated through stress. Since poverty is inherently
stressful, intimate partner violence may result from the lower resources that poorer men
have to cope with stress. Such relation may also be mediated through the male identity
crisis. Men living in poverty may be unable to live up to their ideas of “successful”
manhood and this could push them to hit women.

e Status disparity. While financial independence of women is usually a protective factor
against intimate partner violence, circumstances in which the woman is working, but
not her partner, may convey additional risk. Men may use violence to gain power within
a relationship in which the woman’s socio-economic level is higher. This suggests that
intra-household economic inequality may be more important than the absolute level of
income or empowerment of a man or woman in a relationship.

@ Past history of victimisation. Men with a history of abusive or violent behaviour are more
likely to use violence in their future intimate partnerships. Similarly, women who have
previously been abused by intimate or non-intimate partners during adulthood are more
likely to accept and experience future intimate partner violence compared to those
without prior exposure to violence.

e Exposure to child maltreatment. Child maltreatment is a risk factor for both the person
experiencing and that perpetrating intimate partner violence. Evidence from a number
of studies has shown that exposure to violence during childhood increases the likelihood
of intimate partner violence perpetration among men by 3 or 4-fold, compared to men
who were not exposed to violence during childhood.
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® Relationship quality. Violence may be perpetrated against a partner as a way of dealing
with conflict or of resolving the disagreement. Low marital satisfaction, continuous
disagreements and high marital discord are likely to lead to intimate partner violence
and are strongly correlated with the occurrence of both the perpetration and
experiencing of intimate partner violence. Forms of conflict especially likely to be
associated with violence centre on women’s transgression of conservative gender roles
or challenges to male privilege, as well as matters of finance.

e Education. A low level of education is a major factor associated with both the perpetration
and experiencing of intimate partner violence and sexual violence. Lower educational
attainment reduces a woman'’s access to resources, increases her acceptance of violence
and maintains unequal gender norms. Women reporting lower levels of education
(primary or none) have a 2 to 5-fold larger risk of intimate partner violence compared to
higher-educated women.

e Age. Young age increases the likelihood for a man to commit physical violence against a
partner, and for a woman to experience intimate partner violence. Certain forms of sexual
violence, moreover, are very closely associated with young age, in particular violence
taking place in schools and colleges, and the trafficking of women for sexual exploitation.

@ Alcohol consumption. Heavy alcohol consumption by men (and often women) is strongly
associated with intimate partner violence. Alcohol reduces inhibitions, clouds
judgment, and impairs ability to interpret social cues. Some researchers have also noted
that alcohol may act as a cultural “time out” for antisocial behavior: thus, men are more
likely to act violently when drunk because they do not feel they will be held accountable
for their behavior.

e Social norms. The likelihood of intimate partner violence is related to the extent to which
beliefs in male superiority are entrenched in a community, as well as the general
tolerance of intimate partner violence in the community and the strength of sanctions
against perpetrators. Many cultures condone the use of physical violence by men against
women in certain circumstances and within certain boundaries of severity. This
tolerance may result in families or communities emphasising the importance of
maintening the male-female union at all costs, in the police trivialising reports of
domestic strife, or in the lack of legislation to protect women.

Source: Based on Abramsky et al. (2011); and WHO (2010).
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Chapter 5

Well-being in the workplace:
Measuring job quality

While employment is a strong determinant of people’s life satisfaction, what
matters is not just having a job, but also what kind of job. Measuring the quality of
employment is challenging, as it covers many different aspects, from work content
and autonomy in decision-making to interactions with colleagues and support from
managers, as well as more traditional dimensions such as earnings and job security.
Job quality is analysed by bringing together various measurement frameworks and
by looking at a range of indicators. A special focus is put on subjective well-being in
the workplace which is a function of various requirements and opportunities that
people face at work. Work autonomy, well-defined work goals, appropriate feedback
on the work performed and supportive colleagues are conducive to personal
accomplishment. When combined with negative work atmosphere and poor
workplace organisation, heavy workloads and great time pressures can impair
health. These aspects of employment quality are, however, difficult to convert into
cross-country comparable indicators as their measurement partly relies on workers’
subjective judgement about their job. Further work is needed to enable the
implementation of such indicators in an international context.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli
authorities. The use of such data by the OECD is without prejudice to the status of the Golan Heights,
East Jerusalem and Israeli settlements in the West Bank under the terms of international law.
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Introduction

Employment is not only one of the major drivers of material living standards but it is
also one of the most powerful determinants of people’s quality of life. As people spend a
majority of their daily life at work and work for a significant part of their life, employment
can provide not just a salary but an opportunity for people to grow, to develop new skills
and ambitions and to feel useful in society. But it is not just a question of having a job, it is
also a matter of job quality. So what are the elements that make up a quality job? What role
do elements such as relations with colleagues and management, overwork or underwork,
working hours or job (in)security play?

Broadly speaking, employment quality can be thought of as those aspects of a job that
contribute to people’s well-being, by impacting on material living standards or their quality
of life at work. Employment quality has attracted increased interest in the international
academic and statistical community in recent years, and considerable progress towards
establishing a measurement framework has been achieved over the last decade. In
particular, various dimensions of employment quality have been identified. Further work
is however needed to go beyond the conceptual stage and to build an operational
framework for analysing employment quality.

Only a few dimensions of employment quality were taken into account in the 2011
edition of How’s Life? The overall aim of this chapter is, where possible, to fill some of these
gaps, and to highlight areas for future work. The first section presents a brief overview of
existing international frameworks for defining and measuring employment quality. The
next two sections present a number of indicators that could complement the list currently
used in the two dimensions of the OECD well-being framework that are most directly
related to employment quality: “Jobs and earnings” and “Work-life balance”. Some of these
proposed indicators could be added to the OECD well-being framework in the future, but
many of them raise a number of methodological and implementation issues. In particular,
indicators that refer to work organisation and workplace relationships will require further
development before they can be used in an international context.

Measuring employment quality

The impact of work and employment on people’s well-being has been investigated from
many different perspectives and approaches (for a comprehensive review, see Munos de
Bustillo et al., 2011). Psychologists, sociologists and economists have developed theories and
searched for empirical evidence that link workers’ well-being to specific aspects of their job,
so as to identify those job attributes that are of greatest importance to the worker. Drawing
on this evidence, frameworks for measuring employment quality have been developed.
Although they vary in scope, these frameworks show a significant degree of convergence in
the main dimensions retained to characterise the concept of employment quality. Taken
together, these frameworks make it possible to draw up a list of dimensions to be considered
when developing indicators on quality of work and employment.
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A brief overview of international measurement frameworks

Several major initiatives have been taken at international level to establish guidelines
for measuring different concepts related to employment quality and for collecting
indicators that would allow cross-country comparisons. However, this remains an
unfinished task and no internationally comparable database on employment quality
currently exists. The international academic and statistical community continues to play
an active role in this area, however, as witnessed by the recent release of the International
Labour Organization (ILO) manual on concepts and definitions of decent work indicators
(ILO, 2012). The manual provides a detailed description of indicators to be developed for
monitoring the progress made in implementing the ILO Decent Work Agenda, as well as
methodological and practical guidelines for producing and using these indicators. This
constitutes a significant step towards an operational and policy-oriented concept of Decent
Work. Likewise, the United Nations Economic Commission for Europe (UNECE), in
collaboration with Eurostat and the ILO, is developing operational guidelines for measuring
the various dimensions listed in its framework for Measuring Quality of Employment
(UNECE, 2010). At the European level, a comprehensive report has been released recently by
the European Foundation for the Improvement of Living and Working Conditions
(Eurofund), which proposes and implements a framework for measuring job quality in
33 European countries over the period 1995-2010 (Eurofound, 2012).

These recent initiatives have suggested indicators that can be divided into two broad
categories, with some of the proposed frameworks more narrowly focused on the quality of
jobs and others following a broader approach (see Table 5.1). The first category of indicators
refers to the characteristics of the job and of the broader work environment that shape
quality of work at individual level. Three main aspects can be distinguished:

e First, the terms and conditions set out in the employment contract, such as earnings,
working hours, contract duration, etc. These contractual provisions form the basis of all
existing frameworks for measuring employment quality.

e Second, the work environment matters a great deal for the well-being of workers. For
instance, a recent OECD study on mental health at work shows that workplace
relationships and work organisation are important for employee well-being and mental
health (OECD, 2012). Therefore, indicators that describe organisational aspects of the work
environment (e.g. work content, work autonomy, learning opportunities, safety at work),
together with indicators on the work relationships between colleagues and with
management and supervisors, need to be considered when measuring quality of
employment. These important aspects of employment quality are mentioned in the
UNECE framework, as well as in the Eurofound framework.

e Third, the institutional and policy framework governing the labour market also contributes
to shape quality of work at individual level. Jobs do not exist in a vacuum: social and
employment policies in place provide workers with a range of employment-conditional
benefits, such as in-work benefits for low-income families, unemployment and health
insurance benefits, paid sick leave, pension rights, etc. Taking into account these aspects
of employment quality is particularly important when undertaking international
comparisons, as there are large differences between countries in the range of employment-
conditional benefits that are available, and in the entitlement rights that employment and
social policies provide to workers. These are included in both the ILO Decent Work
framework, and in the UNECE framework for Measuring Quality of Employment.
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Table 5.1. Main dimensions of work and employment quality
Selected international frameworks

Dimensions Examples of suggested indicators ILO UNECE Eurofound Hows Lite?
(2012) (2010) (2012) (2011)
Work and employment quality at the individual level
Earnings Average earnings, share of low paid workers, rate of in-work poverty X X X X
Working hours and working time  Average actual or usual hours worked per week or year, share
arrangements of involuntary part-time employment, share of workers with excessive
or unsocial hours of work, share of workers with short-term flexibility
over working time X X X X
Job security Share of temporary workers, share of workers with short job tenure,
share of self-employed workers X X X X
Life-long learning Share of working age population or employed persons participating
in education and training, share of employed persons who have
more/less education than is normally required in their occupation X X X X
Safety and health at work Occupational injury rate, occupational disease contraction rate,
stress at work, share of workers with high exposure to physical health
risk factors X X X X
Work organisation and content  Subjective indicators of autonomy at work, work intensity,
workers self-assessment of the extent to which they do a useful work,
satisfaction with type of work in present job X X
Workplace relationships Subjective indicators of relationships with colleagues and supervisors,
discrimination, harassment X X
Social security system
Unemployment insurance Unemployment insurance coverage, replacement rate, beneficiaries
and other cash income support of cash income support X X
Family friendly policy Entitlements to maternity/parental leave, annual leave, childcare
facilities, employment situation of mothers of young children X X X
Pension Pension coverage X X
Health insurance Health insurance coverage, employees with supplemental medical
insurance plan, share of employees entitled to sick leaves X X
Work and employment quality at the aggregate level
Broad economic and social
context X
Labour market performance Unemployment rate, employment rate, participation rate X X
Social dialogue at work Union density rate, collective bargaining coverage rate,
share of enterprises belonging to employer organisations X X
Social situation Income inequality, education of adult population X X
Macroeconomic performance ~ GDP growth rate, labour productivity, inflation rate X
Inequalities and ethics
of employment
Equal treatment Gender wage and employment gap, occupational segregation,
employment situation of disabled workers, ethnic minorities
and immigrant workers X X X
Work that should be abolished  Child labour, forced labour X X

Note: ILO (International Labour Organization); UNECE (United Nations Economic Commission for Europe); Eurofound (European
Foundation for the Improvement of Living and Working Conditions).

Source: ILO (2012), Decent work indicators: Concepts and definitions, ILO manual, First edition, Geneva; UNECE (2010), Measuring Quality of
Employment — Country Pilot Reports, Geneva; Eurofound (2012), Trends in job quality in Europe, Publications Office of the European Union,
Luxembourg.

The second broad category of indicators refers to the broad economic and social context
that shapes quality of work at the aggregate level. Although context factors do not inform on
the quality of existing jobs per se, they provide useful indications when drawing conclusions
from cross-country comparisons or comparisons over time in employment quality. For
instance, a number of contextual factors - such as unemployment rate - may affect the
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well-being of workers by increasing their fear of job loss or by deteriorating workplace
relationships. More generally, in the current context of mass unemployment in many OECD
countries, improving job quality can hardly be regarded as a stand-alone objective. Potential
trade-offs between job quality and job quantity have to be taken into consideration so as to
improve the quality of people’s working life, beyond the quality of existing jobs per se.

Which employment quality indicators measure people’s well-being?

Existing frameworks for measuring employment quality overlap to a large extent with
the well-being framework used in How’s Life?, as they typically aim at measuring both
work-related material conditions and the quality of life at work, the two main domains
used in How’s Life? to describe current well-being. However, there is not an exact match
between existing frameworks for measuring employment quality and the OECD well-being
framework for measuring people’s well-being, for two main reasons.

First, employment quality cuts across several dimensions of the OECD well-being
framework, rather than being a stand-alone dimension of people’s well-being. Among the
11 well-being dimensions considered in How’s Life? only two focus explicitly on employment
quality: “Jobs and earnings” and “Work-life balance”. The first of these two dimensions refers
to work-related aspects of material living conditions, but is not limited to the quality of
existing jobs. This dimension also includes broad indicators of labour market performance
such as employment and unemployment rates. The “Work-life balance” dimension
describes a number of work-related aspects of quality of life but not all of them, as other
aspects are taken into account in other dimensions of How’s Life? This is notably the case for
lifelong learning, which not only is an important facet of employment quality, but also a key
component of education and training systems. As such, lifelong learning is part of the
“Education and skills” dimension of How’s Life? Yet, two broad categories of indicators could
be added to the OECD well-being framework so as to better account for quality of work when
measuring people’s well-being:

e The first category of indicators refers to the income volatility associated with labour
market risks such as job loss and/or large drops in earnings. Yet, the impact of labour
market shocks on people’s incomes is strongly affected by the policy supports available to
workers (e.g. unemployment benefits and social assistance). This could be accounted for
in the “Jobs and earnings” dimension of the OECD well-being framework; alternatively, a
more direct measure of economic insecurity among the employed population could be
used (e.g. the incidence of in-work poverty).

e The second category of indicators refers to the organisational and social aspects of the
work environment. These important aspects of employment quality could well
complement the set of indicators in the “Work-life balance” dimension of the OECD
well-being framework.

Second, How’s Life? is intended to provide an operational framework for measuring
people’s well-being, and therefore, the approach concentrates on well-being outcomes, as
opposed to well-being drivers measured by input or output indicators. However, existing
frameworks for measuring employment quality do not make such a distinction. Most
often, they mix up indicators that measure the well-being outcome of high or low quality
jobs with indicators that refer to general factors behind employment quality, such as the
characteristics of industrial relations systems or social security expenditure.
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The operational nature of the OECD well-being framework has several implications for
the following two sections of this chapter, which aim at filling some of the gaps that were
identified in the first edition of How’s Life? In particular, this chapter proposes a few
additional indicators of employment quality and carries out exploratory analysis that
would be instrumental in developing new indicators in the future. The following criteria
have guided the choice of the additional indicators:

e First, they should measure a well-being outcome of employment quality. At first glance, this
condition would exclude all policy indicators from the OECD well-being framework, as
such indicators typically refer to drivers rather than outcomes. However, the distinction
between drivers and outcomes is not always clear-cut. This is notably the case for
replacement incomes that are provided to the unemployed through unemployment
insurance and assistance schemes. These constitute an important source of income for
many active households in the current context of high unemployment. More generally, the
issue at stake here is how to account, within the OECD well-being framework, for the fact
that barriers between employment, unemployment and inactivity are increasingly
permeable, which may have consequences for the well-being of people in different
countries as they move between these categories. These issues will be addressed in the
next section.

e Second, additional indicators should fulfil standard statistical requirements. In particular, as
in the case of all the headline indicators used in this report (see Chapter 1), any additional
indicators should have face validity, be commonly used and accepted, ensure cross-country
comparison and comparison over time, and to the extent possible, rely on official sources.
Still, a number of important dimensions of employment quality raise complex
measurement issues, and the available indicators pertaining to them do not fulfil all the
criteria listed above. Further methodological and statistical work is therefore needed before
such indicators can be included in the OECD well-being framework. Aspects such as work
organisation and workplace relationships are a case in point. They refer to many different
features of a job, which interact with each other to form the overall quality of the work
environment. From a methodological point of view, a solid conceptual framework is required
to identify which aspects of the work environment are most relevant and which kinds of
interaction should be accounted for. From a statistical perspective, the measurement of
these dimensions of employment quality relies to a large extent on self-reported data, which
potentially raise cross-country comparability issues that also need to be considered. These
various issues will be discussed later in this chapter.

e Third, additional indicators should bring sufficient additional information to justify their
inclusion. Any additional indicator brings some tensions between, on the one hand,
providing a more comprehensive picture of well-being within the OECD well-being
framework and, on the other hand, the wish to limit the number of indicators included
in the set. Therefore, any complementary indicator should contain information that
differs substantially from that embodied in already existing How’s Life? indicators, and be
sufficiently important to warrant increasing the size and complexity of the dataset. Each
section of the chapter discusses the value-added of additional indicators in more detail.

Jobs and earnings in fast-changing labour markets

152

Labour market patterns have changed markedly over the past decades. In particular, the
fast-changing nature of people’s employment situation and earnings has become an
important feature of modern labour markets. As underlined by the ILO, these changes have
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a number of implications for measuring labour market performances.? Likewise, labour
market dynamism has implications for measuring work and employment quality, as it
affects the well-being of workers through lower employment stability and greater income
volatility, which may result in financial stress for households. This section starts by looking
at whether people’s standard labour market status (employed, unemployed or inactive) is
significantly related to their subjective well-being. It then looks at selected features of
employment instability and discusses economic insecurity associated with work.

How does working affect subjective well-being?

Having a job is a prerequisite to having a good quality job. Although not directly
related to employment quality per se, people’s labour market status is a strong determinant
of life satisfaction. Hence, it is a key element of the OECD well-being framework for
measuring people’s well-being. A growing body of evidence shows that, for people who
want to work, not having a job is major source of low subjective well-being (e.g. Clark, 2010;
Latif, 2010; Dolan et al., 2008; McKee-Ryan et al., 2005; Blanchflower and Oswald, 2002;
Theodossiou, 1998). In this respect, whether people are in or out of paid work by choice is
central to understanding the subjective well-being outcomes of joblessness.

Self-reported levels of life satisfaction vary substantially according to whether people
are in paid work, unemployed, or not working but not seeking work (inactive), as shown by
the European Social Survey:

@ Joblessness does not impact the well-being of inactive persons and of unemployed
persons in the same way (Figure 5.1, Panel A). As expected, life satisfaction is significantly
lower among unemployed workers, compared with their employed counterparts, in
virtually all European countries. For the unemployed, the link between joblessness and
low subjective well-being is more direct, as this population group is both available for work
and actively seeking employment; hence, failure to find a job may be expected to translate
into lower life evaluations. By contrast, inactive persons — who are, by definition, either not
available or not engaged in active job search, or both at the same time —, may have chosen
deliberately not to work. In that case, joblessness would not be expected to affect their
subjective well-being to a great extent and this is borne out by the survey.

e However, inactivity covers a large range of situations and self-reported life satisfaction
among inactive persons varies widely according to the reason for being inactive
(Figure 5.1, Panel B). This reason in itself may constitute a strong determinant of
subjective well-being. Unsurprisingly, people who are inactive due to permanent
sickness or disability report the lowest degree of life satisfaction in most countries. A
large body of literature suggests that people with disability face a double penalty: in
many countries, there are strong barriers to the employment of disabled persons
whereas many of them would like to work and would be able to do so (OECD, 2012).
Relatively low levels of life satisfaction are also found among people who have taken
early retirement and among discouraged workers, who are available and would like to
work but do not seek employment because they believe that, for various reasons, there
are no jobs available for them. This suggests that inactivity for these two population
groups does not reflect a deliberate choice, but rather results from bad economic
conditions or unfavourable personal characteristics, such as lack of adequate skills,
which make these people unfit for the labour market. By contrast, people in education,
who have most likely chosen inactivity for the purpose of pursuing their studies, report
a high degree of life satisfaction in most countries.
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Figure 5.1. Life satisfaction and labour market status
Happiness index, scale 0-10, 2010
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Note: The happiness index is the weighted average of individual answers to the following question: “Taking all things
together, how happy would you say you are?”. The answers are rated on a scale ranging from zero (for “extremely
unhappy”) to ten (for “extremely happy”).
Source: ESS (2010), European Social Survey, Wave 5.

StatLink &izr http://dx.doi.org/10.1787/888932889060

This descriptive analysis does not allow inferring any causal links between people’s
subjective well-being and their current labour market situation. There is, however, good
evidence that unemployment does reduce people’s sense of well-being (Winkelmann and
Winkelmann, 1998; Clark, Lucas et al., 2004). The evidence presented above also suggests that
inactive people are very heterogonous in terms of the reasons behind their labour market
status and the associated subjective well-being outcomes. In fact, many workers find
themselves in borderline situations, mid-way between inactivity and unemployment, the so-
called “marginally attached to the labour force” such as discouraged workers, or mid-way
between unemployment and employment, such as underemployed workers doing only a few
hours or days a week, or seasonal jobs, when they would prefer to work full-time. The
subjective well-being consequences of being marginally attached to the labour force may differ
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substantially from that of being unemployed or deliberately inactive. Likewise,
underemployment may have its own consequences for the subjective well-being of workers,
which differ from those associated with full employment or full unemployment. The existence
of such borderline situations raises the question as to whether broad indicators of labour
market performance, such as the unemployment rate and the employment rate, are sufficient
to describe the relationship between people’s subjective well-being and their employment
situation. This concern echoes a long-standing debate among labour economists and policy
makers about the limitation of using a single indicator, namely the unemployment rate,
to measure labour market slack. Indeed, underemployment and marginal attachment to
the labour force provide indications on unmet needs for work beyond those among
the unemployed.

While many OECD countries produce internationally comparable indicators of
underemployment, which is typically measured as the incidence of involuntary part-time
(people with a part-time job who would like to work more hours or full-time), no such
indicators exist for inactive persons marginally attached to the labour force. Measures of this
concept are limited to European countries where, as part of a new set of indicators to
supplement the unemployment rate, Eurostat produces a measure of the so-called “potential
additional labour force” which focuses on persons outside the labour force but not
completely detached from the labour market (de la Fuente, 2011a and 2011b). These persons
do not fulfil all the International Labour Organization (ILO) criteria to define unemployment,
hence they are not classified as unemployed, but they share some characteristics with the
unemployed. The “potential additional labour force”, as defined by Eurostat, comprises two
groups of inactive persons: those seeking work but not immediately available; and those
available to work but not seeking employment. This second group includes, among others,
discouraged jobseekers and persons prevented from job seeking due to personal or family
circumstances. As Figure 5.2 shows, these two categories of inactive persons represent a
significant share of the population aged 15-74: around 3% on average in the EU27, as
compared to 6% of unemployed persons. In countries such as Norway, Austria, the
Netherlands, Switzerland, Luxembourg and Italy, the share of persons marginally attached to
the labour market is similar or even higher than that of the unemployed.

From a well-being perspective, the notion of marginal attachment to the labour market
is of particular interest: it refers to those who are more likely than other inactive people to
experience low well-being as a consequence of joblessness, since they have indicated
interest in employment (by seeking a job or by expressing availability for work). Many
non-European OECD countries also measure this group as part of their labour force surveys
and publish extended indicators of labour market slack, but the definitions used are very
disparate. For instance, in the United States, the Bureau of Labor Statistics uses a more
restrictive definition of marginal attachment to the labour force, which refers to individuals
who have searched for work during the previous 12 months and are available to take a job
during the reference week, but had not looked for a job in the past 4 weeks (Haugen, 2009). In
other countries, such as Canada, Israel or Japan, the focus is put on discouraged workers,
who are available and would like to work but do not seek employment because they believe
that, for various reasons, there are no jobs available for them. Further efforts are therefore
needed to reach a consensus on a standard international definition of “persons marginally
attached to the labour market”. This objective is in the agenda of the next International
Conference of Labour Statisticians (to be held in late 2013). To this end, the ILO is working on
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Figure 5.2. People marginally attached to the labour force in Europe
Percentage of population aged 15-74, 2011
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Note: Persons marginally attached to the labour force are persons not immediately available to work but actively
seeking a job, and persons available but not seeking.
Source: Eurostat, database on Employment and Unemployment (Labour Force Survey).

StatLink Si=m http://dx.doi.org/10.1787/888932889079

a definition of persons marginally attached to the labour force and has put forward a
proposal for defining this category of inactive persons that is broadly in line with the Eurostat
definition of the “potential additional labour force” (ILO, 2013).

Job security

Modern labour markets are characterised by a continuous reallocation of labour and
other productive resources across firms and sectors. While this process of “creative
destruction” is one of the engines of economic growth, it may have detrimental effects on
people’s well-being by lowering workers’ sense of job security. Existing frameworks for
measuring employment quality typically retain two measures as proxies for job insecurity:
the proportion of workers with short job tenure; and the incidence of temporary work. Both
measures have their own advantages and drawbacks. Moreover, as shown in Figure 5.3
(Panel A), there is little correlation across countries between these two indicators, which
suggests that they capture different aspects of job security.

In theory, temporary work and job insecurity are closely related: by definition,
fixed-term contracts do not provide any guarantee with respect to the continuation of the
employment relationship after the end of the contract. However, the rules governing the
use of temporary employment (e.g. the types of jobs for which fixed-term contracts are
allowed and their duration) vary widely across countries, implying that temporary jobs are
associated with different degrees of precariousness in different countries (Venn, 2009;
OECD, 2013). Moreover, it can be argued that the incidence of temporary work is primarily
a measure of labour market duality, rather than an average measure of job insecurity.
Indeed, the incidence of temporary work tends to be higher in countries with strict
dismissal rules for regular workers, as it often provides firms with a buffer against
fluctuations in demand. This factor may contribute to creating a dual labour market,
characterised by both a high share of temporary workers and a relatively high share of
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Figure 5.3. Temporary work and job tenure
Dependent employment, 2011
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Panel C. Employment protection and incidence of long job tenure
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Panel B. Incidence of temporary work and long job tenure
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Note: Job tenure indicators are calculated for the employed population aged 30-64. No data are available for Chile, Israel, Japan,
New Zealand and Turkey. The indicator of temporary work is calculated for the employed population aged 25-64. Data refer to 2005 for
Australia, 2004 for Mexico and 2005 for the United States.
In Panel B the cross-country correlation between the incidence of temporary work and that of long job tenure is 0.55 when excluding
Korea, Mexico, Poland, Portugal and Spain; 0.01 otherwise.
In Panel C the cross-country correlation between the incidence of long job tenure and the employment protection index is 0.60 when
excluding Korea; 0.49 otherwise. For a detailed description of OECD indicators of employment protection, see OECD (2013), “Protecting
Jobs, Enhancing Flexibility: A New Look at Employment Protection Legislation”, in OECD Employment Outlook 2013.

Source: OECD (2013), OECD Employment and Labour Market Statistics (database), http://dx.doi.org/10.1787/lfs-data-en.

StatLink == http://dx.doi.org/10.1787/888932889098

workers with very long job tenure. By contrast, temporary work is less prevalent in
countries with less stringent employment protection legislation; the downside, however, is
that regular workers face greater job insecurity as they can be dismissed easily during
periods when firms implement reductions in workload. Figure 5.3 (Panel B) shows that
countries with the lowest proportions of temporary workers also tend to have the lowest
shares of workers with very long job tenure, and vice versa.
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Job tenure indicators have the advantage of focusing on the length of time workers
have been with their current employer, regardless of the length of their contract. This, for
instance, allows for the fact that fixed-term contracts may be renewed with the same
employer over extended periods of time. Nonetheless, job tenure indicators measure job
stability rather than job security. How long someone stays with the same employer and
when they leave is something that can be decided by the employer or by the worker, and
job quits (i.e. people deciding to leave) account for a large proportion of total job
separations (OECD, 2009).3 Since people are less likely to quit just after starting a new job,
very short job tenure (less than one year) would seem to offer a more comprehensive
measure of job insecurity than the incidence of temporary work as it accounts for worker
turnovers in both temporary and regular employment. In addition, although voluntary job
departures contribute to explaining the share of workers with very long job tenure (more
than 10 years), there is a significant cross-country correlation between this indicator and
the stringency of national dismissal rules (Figure 5.3, Panel C), as measured by the OECD
index on employment protection for regular workers (OECD, 2013). This relationship
suggests that the share of workers with very long job tenure could constitute a good proxy
of employment security.

Employment stability, as measured by job tenure indicators, varies widely across
countries (Figure 5.3, Panel D). On average in the OECD area, 10% of workers aged 30-64
have less than one year of job tenure, a share that ranges from 6% in the Slovak Republic
and Slovenia to 30% in Korea. Cross-country differences in the share of workers with very
long job tenure are even more pronounced. Only 23% of workers aged 30-64 have more than
10 years of job tenure in Korea while this proportion reaches 57% in France, with an OECD
average of 46%. Taken together, the incidence of temporary work or short job tenure, and
the relationship between employment protection levels (EPL) and long job tenure
(Figure 5.3, Panels A and C) suggest that the dual labour markets that prevail in countries
such as Spain, Portugal and Poland are associated with only average, or even lower
than average, degrees of job insecurity. Portugal is a case in point, as stringent EPL by
OECD standards results in above-average incidence of both temporary work and very long
job tenure.

Another important aspect is the extent to which these various indicators can be used
to monitor changes in job security over time. In this respect, the share of workers with very
short job tenure has a major drawback for monitoring job security trends as it is highly
sensitive to the business cycle (since it reflects net job creation, in addition to worker
reallocation across existing jobs). Therefore, changes over time in the share of workers
with short job tenure reflect first and foremost fluctuations in economic activity, rather
than changes in job insecurity (Figure 5.4, Panel A). On average, across the 14 OECD
countries for which longitudinal data are available, the share of workers with short job
tenure has declined dramatically over recent years, falling by 26% between 2007 and 2010.
However this fall should not be interpreted as reflecting an improvement in job quality in
the aftermath of the crisis, but rather a slowdown in job creation and higher job losses -
when a large number of workers risk losing their jobs, those first laid off are often workers
with shorter tenure, including workers hired on fixed-term contracts. In short, job
insecurity is driven by both cyclical and structural factors that need to be disentangled
before drawing conclusions about trends in employment quality over time.
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Note: The unweighted average includes Belgium, Canada, Denmark, Finland, France, Germany, Ireland, Italy, the Netherlands, Norway,
Portugal, Spain, Sweden and the United Kingdom.

Source: OECD (2013), OECD Employment and Labour Market Statistics (database), http://dx.doi.org/10.1787/Ifs-data-en.
StatLink Susm http://dx.doi.org/10.1787/888932889117

By comparison, the share of workers with very long job tenure and the incidence
of temporary work are much less sensitive to the business cycle (see Figure 5.4). On average,
the proportion of workers with very long job tenure rose by only 4% between 2007 and 2010,
with a similar fall the incidence of temporary work. Moreover, the long-term trends of these
two indicators are consistent with the weakening of the “job for life” model that
characterised most OECD countries in the past. Beyond short-term fluctuations, some OECD
countries have recorded a trend decrease in the share of workers with very long job tenure
over the period 1997-2007, and a similar increase in the incidence of temporary work.

In summary, no simple proxy measure of job insecurity exists that could be used for
comparisons both across countries and over time. As a default option, the share of workers
with very long job tenure should be considered for inclusion in the OECD well-being
framework as an additional indicator of job security. In particular, the combination of this
indicator and the temporary work indicator would provide a more accurate picture of job
insecurity in countries such as Spain, Portugal and Poland, where a majority of workers
benefit from highly protected jobs while many others are in temporary jobs. This would
also facilitate cross-country comparisons over time in job security patterns, as the share of
workers with long job tenure is not highly sensitive to business cycle fluctuations.

Earnings and economic security

An important dimension of quality of jobs is the salary or wage they pay and the
extent to which these allow the employee to earn a decent living. The OECD well-being
framework accounts for this dimension by including an aggregate indicator of labour
income, namely the average gross annual earnings of full-time employees. But another key
issue for workers’ well-being is the extent to which earnings fluctuate over time due to the
dynamic nature of labour markets.
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Each year, many workers experience large fluctuations in gross earnings, due to changes
in working hours, movements in and out of work, and changes in pay (OECD, 2011). But there
are significant cross-country differences in the incidence of earnings volatility (Figure 5.5). In
the mid-2000s, overall earnings volatility was highest in Austria, Hungary, Korea, Portugal
and Spain, which all had a high incidence of both large increases and large decreases in
earnings. In these countries, more than one in four employees aged 25-59 experienced
increases in their gross earnings by 20% or more from one year to the next, while, more than
one in five saw their gross earnings decline by 20% or more. Excluding the Czech Republic,
the Slovak Republic and Poland, which experienced annual GDP growth in excess of 6%
during the period under examination, there is a high degree of symmetry between increases
and decreases in earnings: countries with a large proportion of workers experiencing an
increase in earnings also tend to have a large proportion of workers experiencing a decrease
in earnings.

Figure 5.5. Year-to-year earnings volatility

Proportion of workers experiencing large changes in gross earnings from one year to another,
dependent workers aged 25-59, mid 2000s
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Note: Estimates refer to workers aged between 25 and 59 years in order to minimise the impact of young people
entering the labour market and older workers transitioning into retirement. Data refer to 2004-07 for all countries
except Italy and Portugal (2006-07), France (2005-06), Denmark (2004-05) and the United States (1995-96).
The cross-country correlation between the incidence of large increases in earnings and that of large decreases is 0.72
when excluding the Czech Republic, the Slovak Republic and Poland (0.31 otherwise).
Source: OECD (2011), “Earnings Volatility: Causes and Consequences”, in OECD Employment Outlook 2011, http://
dx.doi.org/10.1787/empl_outlook-2011-5-en.

StatLink Sazm http://dx.doi.org/10.1787/888932889136

Unemployment spells are clearly important contributors to earnings losses
(Venn, 2011). As it is often difficult for workers to predict changes in earnings and to assess
whether these are temporary or permanent, large drops in individual earnings may be
associated with increased risks of financial stress and poverty. Hence, current earnings
may not adequately reflect the monetary benefits of having a job in a context of high labour
market uncertainty if workers are concerned about their future as well as their current
material conditions. Income prospects of workers are also shaped by the various types of
income support to which they are entitled in case of large drops in earnings. In particular,
unemployment insurance (UI) systems provide households with a buffer against
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temporary declines in earnings. It follows that UI benefits can be seen as an aspect of
employment quality throughout people’s working life. Clark and Postel-Vinay (2009) show,
for example, that workers feel more secure about their labour market situation in countries
that offer stronger income support to job-seekers.

On average, across the 33 OECD countries for which data are available, UI benefits
amount to 47% of previous gross earnings during the initial phase of unemployment
(Figure 5.6). This gross replacement rate varies widely across countries, ranging from more
than 70% in Switzerland, Slovenia, the Netherlands, Israel and Luxembourg to less than
30% in the United Kingdom, Greece, Poland, Australia and New Zealand. It is important to
note that gross replacement rates do not take into account the effects of various kinds of
taxes and other benefits on disposable income. Therefore, cross-country differences are
driven by two main factors:

e The first factor refers to the generosity of national Ul systems, which is partly measured
by the amount of Ul benefits that are provided to the beneficiary population. Comparable
data on coverage rates (i.e. the proportion of eligible people receiving unemployment
benefits) would be required in order to provide a more comprehensive picture of the
generosity of national UI systems across countries. No such data exist at present.*

e The second driver is the balance between income support provided to unemployed people
through unemployment insurance and social assistance (whose benefits are mean-tested
on household income or assets). For instance, there is no Ul system in Australia and
New Zealand since these two countries depend entirely on social assistance.

Figure 5.6. Unemployment insurance benefits
Initial phase of unemployment, single person without children
who previously earned the average wage, 2011
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Note: The gross replacement rates express gross unemployment benefits received when not working as a percentage
of previous gross earnings. Net replacement rates, calculated taking into account tax-benefit regimes, show the
proportion of in-work income that is maintained when someone is unemployed. Net replacement rates are
calculated based on household net income, which takes into account the amount of cash benefits received as well as
the amount of taxes and social security contributions paid by the household. They express the household net income
during unemployment as a percentage of the household net income while in work.
Source: OECD (2012), “Taxes and benefits”, OECD Social Expenditure Statistics (database), http://dx.doi.org/10.1787/data-
00201-en.

StatLink Sazm http://dx.doi.org/10.1787/888932889155
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Having worked for a significant period of time is both necessary and sufficient for
employees to receive Ul benefits in case of job loss: this eligibility criterion constitutes a
strong link between UI benefits and employment quality. But in terms of social protection,
the UI benefits received are not the whole story. Other factors such as taxes, social
assistance, family benefit and housing benefit are taken into account to calculate the net
replacement rate, which measures the proportion of disposable income maintained in case
of job loss (for further details, see www.oecd.org/els/social/workincentives). These additional
elements are not directly related to employment quality, but they are crucial for evaluating
the net impact of job loss on household disposable income.” In short, net replacement
rates provide useful indications on the overall degree of social protection in case of job
loss, while gross replacement rates inform on specific entitlement rights that
employment provides to workers. In this respect, it is worth noting that cross-country
differences in net replacement rates are less pronounced than with gross replacement
rates (Figure 5.6).

In-work poverty

Welfare systems in OECD countries are designed not only to cushion households
against temporary drops in earnings but also to provide income support to vulnerable
groups who face difficulties in entering the core labour market and who alternate between
employment, unemployment and inactivity, often adding to the ranks of the working poor
(OECD, 2009). As in-work poverty reflects different forms of precarious employment (low
working hours and hourly pay among full-time workers, frequent moves between low-paid
work and joblessness), its incidence informs about the quality of employment.

Welfare systems considerably reduce the risk of in-work poverty, but do not solve all
problems. On average in the OECD area, 8% of individuals living in a working household
(i.e. household with at least one worker) were poor in 2009, a proportion that would have
reached 14% in the absence of social transfers (Figure 5.7, Panel A). Poverty is measured
against the typical living standards in each country: individuals whose (equivalised)
household disposable income falls below half the median value of disposable incomes in
their country are classified as being in poverty. Cross-country differences of in-work
poverty rates are sizeable, ranging between 5% or less in Ireland, the Czech Republic, the
United Kingdom, Denmark, Finland, Germany, Australia and Austria, and 12% or more in
Greece, Spain, the United States, Japan, Switzerland, Israel, Turkey and Mexico.

These rates of in-work poverty go beyond employment quality considerations,
however. Since they focus on household incomes, as opposed to individual earnings, they
not only reflect situations where having a job does not allow to earn a decent living; they
are also shaped by the proportion of households with an unemployed (or inactive) member.
Hence, the relationship between employment quality and poverty could be better
described by the rate of poverty among individuals living in households where all adult
members have a job. In most countries, this latter is significantly lower than the rate of
poverty among all working households (i.e. the total rate of in-work poverty), with an
OECD average of 5.4% (against 8.1%). Strikingly, the higher the total rate of in-work poverty,
the larger the difference between these two indicators (Figure 5.7, Panel B). This
means that in countries such as Israel, Chile, and Mexico, the higher incidence of in-work
poverty is explained, in large part, by one adult member in the household being out
of work.
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Figure 5.7. In-work poverty

Panel A. Poverty rates among individuals living in households with at least one worker, 2010
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Note: The rate of in-work poverty is calculated as the percentage of individual living in households with a working-
age head and at least one worker, whose equivalised disposable income falls under half the median value of
disposable incomes in their country. The rate of in-work poverty before taxes and transfers is calculated as the
percentage of individuals living in households with a working-age head and at least one worker, whose equivalised
income before taxes and transfers falls under half the median value of disposable incomes in their country. Poverty
rates refer to 2009 for Chile, Hungary, Ireland, Japan, New Zealand and Turkey.

Source: OECD (2013), “Income Distribution”, OECD Social Welfare Statistics (database), http://dx.doi.org/10.1787/data-
00654-en.

StatLink %= http://dx.doi.org/10.1787/888932889174

There are several reasons for including the incidence of in-work poverty in the OECD
well-being framework. From a conceptual perspective, in-work poverty is a central aspect of
employment quality, as employment should ensure an adequate standard of living to
workers and their families. Indeed, strategies to fight in-work poverty are at the forefront of
the policy agenda in many countries, in particular in the context of the current economic
crisis. From a methodological perspective, the OECD indicators on in-work poverty would
seem to satisfy most of the selection criteria. In particular, they have face validity, cover
virtually all OECD countries, come from official sources, ensure comparability across
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countries, and are updated on a regular basis. These indicators will be investigated further in
the context of a major project on job quality that has been recently launched by the OECD
and aims at assessing job quality and its links to labour market performance and well-being.

Beyond Work-life balance: Measuring quality of life at work

Within the OECD well-being framework, the relationship between work and personal
life falls under the “Work-life balance” dimension, which describes the extent to which
people are able to achieve a right balance between time spent at work and time available for
personal and family life. Work may interfere with personal life through many channels,
above and beyond the time constraints that it imposes. In particular, the extent to which
work impacts on physical and mental health is a key determinant of an individual’s ability to
combine work and personal life. Workers’ exposure to physical health risk factors is taken
into account in the OECD well-being framework by the inclusion of a standard measure of
safety at work, namely the incidence of workplace accidents. But individuals’ exposure to
psychological health risk factors at work is not accounted for, despite abundant evidence
that workers’ mental health status is a major outcome of quality of life at work (OECD, 2012).
However, no measurement framework currently exists that would allow cross-country
comparisons in quality of life at work. This section makes a first attempt to fill in this gap.

Achieving the right balance between requirements and opportunities at work

Numerous studies on occupational health have been conducted over the past three
decades, showing that work organisation and workplace relationships can have a profound
impact on employee well-being and mental health. Several theories have been developed that
predict negative consequences of work for the mental health of workers who are exposed to
certain psychosocial risk factors. One basic premise of these theories is that stress is a normal
part of life as long as people can manage it, and the same holds for work-related stress. Hence,
what matters for quality of life at work are the mechanisms by which normal work-related
stress turns into “bad” stress, i.e. stress that leads to a mental illness.

While several models have been developed to identify the job characteristics that are
important for workers’ well-being and mental health, the two most influential are the
demand-control model and the effort-reward imbalance model (Bakker and Demerouti,
2007; van Vegchel et al., 2005a; van Vegchel, et al., 2005b). The demand-control model
argues that high job demands, such as work overload and time pressure, have detrimental
effects on mental health when individuals have no decision latitude on their work tasks
(Karasek, 1979). The effort-reward imbalance model emphasises the role of workers’
rewards - such as earnings, esteem, promotion prospects and job security — rather than the
control structure of work (Siegrist, 1996). It argues that the most stressful work conditions
are those where the reward does not match the effort made by the worker. These two
conceptual frameworks are supported by a large body of empirical research linking poor
workplace organisation with mental disorders (e.g. Stansfeld and Candy, 2006; van Vegchel
et al,, 2005a; van der Doef and Maes, 1999).

Until recently, less attention had been paid to the fact that work also creates
opportunities for personal accomplishment, which have positive effects on people’s
mental health and well-being. Recent models of occupational health address this issue by
incorporating a broader range of working conditions that can generate either psychological
costs or psychological benefits for the worker. The job demands-job resources model is an
example of such an approach (Bakker and Demerouti, 2007). In this model, “job demands”
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refer to those aspects of the job that require sustained physical and psychological efforts,
such as performing physically demanding tasks, dealing with heavy workload, time
pressures and conflicting demands, or facing job insecurity. Conversely, “job resources”
refer to those job attributes that may be conducive to personal accomplishment or that are
instrumental in achieving work goals; they include work autonomy and job reward, but
also opportunities to learn, support from colleagues and managers, well-defined work
goals and appropriate feedback on the work performed. The basic premise of this model is
that job resources may induce a motivational process, whereas job demands may result in
health impairment, notably when employees do not have adequate job resources at their
disposal to meet these demands. A growing body of research provides strong evidence for
the relationships between job demands and work-related mental illnesses, and between
job resources and workers’ commitment (e.g. Alarcon, 2011; Schaufeli, Bakker and van
Rhenen, 2009; Mauno, Kinnunen and Ruokolainen, 2007; Demerouti, Bakker and
Bulters, 2004; Hakanen and Schaufeli, 2012).

How does the work environment affect health and well-being?

This section presents various indicators of the work environment and of work-related
health outcomes, using data from the European Survey on Working Conditions (ESWC).
This survey lends itself rather well to this task as it includes many questions dealing with
the two aspects. With respect to job demands, the indicators include: i) the overall work
pressure faced by employees; ii) the existence of conflicts between job requirements and
personal ways of thinking or behaving (the so-called “emotional demand”); iii) the
exposure to physical health risk factors at work; and iv) intimidation in the workplace.
Indicators of job resource includes: i) work autonomy; ii) opportunities to learn at work;
iii) well-defined work assignments; iv) good management practices; and v) supportive
colleagues. Each of these indicators of job demand and job resource is constructed from a
set of ESWC questions reported in Table 5.2.

Two indicators of self-reported health status are also presented. The first indicator
provides information on the exposure to health risk factors at work, as measured by the
share of workers reporting that work impairs their health. The second indicator refers to the
mental health status of individuals based on a set of five items: feeling cheerful, feeling calm,
feeling active, waking up fresh and rested, and life-fulfilling (OECD, 2012). The WHO defines
mental health as “a state of well-being in which the individual realises his or her own
abilities, can cope with the normal stresses of life, can work productively and fruitfully, and
is able to make a contribution to his or her community” A single mental health index has
been compiled for each individual by averaging answers from these five items (each of them
being scored on a same scale from 0 = “all of the time” to 5 = “at no time”).

Figure 5.8 shows the relationship between these two health indicators and each
component of job demands (Panel A) and job resources (Panel B), taken separately. Some of
the main patterns highlighted here include:

e For each job demand indicator, workers with more demanding jobs report more
frequently that they are exposed to health risk factors at work and tend to show poorer
mental health status than workers facing comparatively low levels of demand (Panel A).
Differences between these two groups of workers are sizeable: whatever the type of job
demand considered, between 40% and 50% of those workers facing relatively high levels
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Table 5.2. Indicators of job demands and job resources

Job demands

Job resources

Components

Underlying ESWC questions

Components

Underlying ESWC questions

Work pressure

Emotional demand

Physical health risk
factors

Work usually more than 50 hours per week
Not enough time to get the job done
Working hours do not fit in with family
and social commitments outside work
Work at very high speed

Work to tight deadline

Handle angry clients

Job involves tasks that are in conflict
with personal values

Job requires hiding personal feelings
Exposure to high noise

Exposure to high temperature
Exposure to low temperature

Work autonomy

Learning opportunities

Task clarity

Can choose or change the order of tasks
Can choose or change methods of work
Can choose or change speed or rate of work
Able to apply own ideas in work

Employer provided training or on-the-job
training

Job involves learning new things

Job involves solving unforeseen problems
Well-defined work goals

Feedbacks from manager

Manager good at planning and organising

Tiring and painful positions work
Carrying or moving heavy loads
Verbal abuse

Threats and humiliating behaviour

Bullying or harassment

Workplace intimidation Management practices Helps and supports from manager

Feel respected as a person by manager
Manager good at resolving conflicts
Encouragement from manager to participate
in important decisions

Helps and support from colleagues

Feel “at home” at work

Have very good friends at work

Colleagues’ support

Note: For each component of the job demand (resp. job resource), a summary score has been compiled for each
individual by averaging answers from the corresponding ESWC questions in the European Survey on working
Condition (ESWC), each of this question being scored (or rescored) on a yes/no scale.

of demand report that their work impairs their health, against 20%-25% among workers.
By comparison, the relationship between job demands and an individual’s mental health
status is relatively weak, except in the case of workplace intimidation.

e Likewise, benefiting from adequate job resources is associated with reduced exposure to
work-related health risk factors and better mental health status, except in the case of
learning opportunities that are not — or only weakly — related to these health variables
(Panel B). While differences in self-reported exposure to health risk factors at work are less
pronounced than with the job demand indicators, there is a strong relationship between
the amount of resources that workers have at their disposal and their mental health
status. Three types of job resources appear to play a predominant role in this respect:
well-defined work assignments, good management practices and supportive colleagues.

This descriptive analysis suggests that the quality of the work environment matters for
workers’ health, although it does not allow for inferring any causal links. There is, however,
growing evidence that this relationship is causal in nature, with longitudinal analyses
showing that work organisation and workplace relationships affect people’s mental health
and subjective well-being (e.g. Schaufeli, Bakker and van Rhenen, 2009; Mauno, Kinnunen
and Ruokolainen, 2007). Yet, indicators on the quality of the work environment require
further development before they could be added in the OECD well-being framework for
measuring people’s well-being. First, their inclusion would significantly increase the size and
complexity of the dataset since many different features of a job would have to be taken into
account. The literature on occupational health brings some elements of answer to this
dimensionality problem. In particular, it provides guidelines — supported by empirical
evidence - on how to aggregate the large number of indicators related to work organisation
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Figure 5.8. Link between job demands, job resources and workers’ health in Europe
[ Workers with above average demand [ Workers with below average demand
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Panel B. Job-resource components
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Note: For each component of job demands and job resources, the employed population has been divided into two groups: employees who
show
proportion of individuals reporting high exposure to health risk factors at work and the mental health index have been calculated among
these two groups of workers separately in each country.

The unweighted average includes 22 OECD countries: Austria, Belgium, the Czech Republic, Germany, Denmark, Spain, Estonia, Finland,
France, the United Kingdom, Greece, Hungary, Ireland, Italy, Luxembourg, the Netherlands, Norway, Poland, Portugal, Slovenia, the
Slovak Republic and Sweden.

Source: Eurofound (2010), European Survey on Working Conditions, Wave 5.

an above-average score on each specific component in their country, and employees with a below-average score. Then, the

StatLink iz http://dx.doi.org/10.1787/888932889193

and workplace relationships into few synthetic indices that could describe the overall quality
of the work environment (see Annex 5.A1 for further details). Second, the extent to which
such a measurement framework could be used for cross-country comparisons needs to be
investigated further since the underlying indicators primarily rely on workers’ subjective
judgement about their job, which can be biased due to various factors such as questionnaire
design or cultural response bias (OECD, 2013).
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Statistical agenda ahead

This chapter has stressed the importance of better accounting for the diversity of
people’s labour market situations within the OECD well-being framework. This could be
achieved by adding an indicator on persons marginally attached to the labour force. In this
respect, the new ILO guidelines will help to extend the country coverage of comparable
measures beyond the European scope. Further work is also needed to better characterise
the relationship between well-being and the labour market attachment of inactive persons,
in order to ensure that such indicators have face validity with respect to measuring
people’s well-being. Indeed, most available studies on the well-being effect of joblessness
focus on the unemployed; much less attention has been paid to the extent to which
joblessness affects the well-being of various categories of inactive persons.

Another aspect of employment quality that could have important implications for
people’s material conditions over their working life is the economic security provided by
their employment. As jobs for life are becoming more rare, it is crucial that people have
sufficient protection for negative employment-related shocks. Two kinds of indicators are
needed to describe these: the degree to which workers’ incomes are maintained during
periods outside employment, and the proportion of the unemployed population receiving
such benefits. Various indicators of replacement income are available for most OECD
countries, but there are no cross-country comparable data on the coverage rate of various
benefits, in particular on Ul This constitutes another item in the statistical agenda on
employment quality.

Finally, the literature on occupational health provides useful conceptual frameworks
- supported by strong empirical evidence - that can serve as a basis for developing
indicators on work organisation and workplace relationships. These aspects of the work
environment are important dimensions of employment quality. Negative work atmosphere
and poor workplace organisation impair workers’ mental health and well-being, while a
stimulating work environment may be conductive to personal accomplishment for
workers. However, further work is needed to enable the implementation of such indicators
in an international context. Indeed, dimensions such as work organisation and workplace
relationships do not easily translate into cross-country comparable indicators as their
measurement partly relies on workers’ subjective judgement about their job. Harmonised
household surveys are required for international comparability to be achieved, since
subjective judgements can be affected by the survey design, the wording of the questions,
the question ordering, etc. No harmonised surveys exist at present that could provide a
good coverage of OECD countries, including non-European OECD member countries. This
means that guidelines will need to be developed at the international level on how to
measure the key aspects of work organisation and workplace relationships in an
international context. This issue will be addressed as part the new OECD project on job
quality: “Defining, Measuring and Assessing Job Quality and its Links to Labour Market
Performance and Well-Being”. The overarching aim of this project is to bring job quality to
the forefront of the policy debate, by arguing that labour market performance should be
assessed in terms of the increase in both the number and the quality of job opportunities.
Drawing on existing and ongoing work on employment quality, done both inside and
outside the OECD, this project aims at developing an operational framework for analysing
employment quality in the context of labour market performance and overall well-being.
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Conclusions

While the OECD well-being framework covers most of the relevant dimensions of
employment quality, this chapter has identified a number of additional indicators that
would add valuable information on both material conditions and quality of life as shaped
by people’s work experiences. Some of the proposed indicators could be added to the
OECD well-being framework in a near future, while others raise methodological and
implementation issues that need to be addressed first. An additional issue is how best to
manage the trade-off between adding new indicators to How’s Life? in order to better
capture employment quality and the risk of increasing the size and complexity of the
How’s Life? indicator set.

Notes

1. This report is based on data from the European Survey on Working Conditions (EWCS), which
constitutes a unique source for the study of job quality across European countries and over time.
This survey is funded, designed and co-ordinated by the Foundation and covers many aspects of
work and employment quality, ranging from earnings to psychosocial health risk factors.

2. The ILO report notes that: “some aspects of the current international standards for labour force
statistics are now out of date” (ILO, 2013:9).

3. On average over the period 1995-2007, OECD (2009) finds that separations initiated by employers
amount to no more than one fourth of total job separations in the five OECD countries for which data
were available, namely Australia, France, Germany, the United Kingdom and the United States.

4. While the ILO Social Security Inquiry database contains indicators on the coverage of Ul benefits,
this database does not cover all OECD countries.

5. Taxes, social assistance, family benefit and housing benefit are not directly linked to individuals’
employment history. Rather, they are mean-tested on household income and they are often
affected by household composition. Net replacement rates are higher for families with children
than for childless households, since families with children receive higher social transfers and
often benefit from more favourable tax treatments. Therefore, indicators reported in Figure 5.6
constitute a lower-bound estimate of net replacement rates since they refer to a single person
without children.
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ANNEX 5.A1

Interactions between job demands and job resources

How do job demands and job resources interact with each others to shape the overall
quality of life at work? The literature on occupational health suggests that there are both
additive and compensating effects between the various aspects of the work environment
(Hu et al., 2011). Further, it argues that with respect to the quality of life at work, these
additive and compensating effects are more important than those of each individual
component, taken in isolation.

From a well-being perspective, two groups of workers are of particular interest. First,
are those workers who are exposed to high job demands while having few job resources at
their disposal. These are most likely to experience low well-being at work and work-related
health problems. Second, are workers characterised by reasonable levels of job demands
coupled with abundant job resources. Figure 5.A1.1 suggests that the interaction between
job demands and job resources matters for the well-being of workers. For each worker, two
composite indicators (of total job demands, on one side, and of total job resources) have
been constructed by averaging the different components of these two dimensions. The
thresholds for defining high and low scores on these two summary indicators are set to
their respective national average. As a result, four groups of workers can be distinguished
in each country: employees in strained job (i.e. high job demands and low job resources);
employees benefiting from a stimulating work environment (i.e. low job demands and high
job resources); employees for which high levels of resources may reduce the negative
health impact of high levels of job demands; and employees who simultaneously face low
levels of job demands and job resources.

As shown in Figure 5.A1.1, there is a strong relationship between the quality of the
work environment and the health impact of work as perceived by individuals. On average
across the 22 European countries for which data are available, 47% of workers in strained
jobs report high exposure to work-related health risk factors, against 15% among the group
of workers who benefit from the most stimulating work environment (Panel A). This latter
group also shows better mental health than the former group of workers (Panel B).
Figure 5.A1.1 also suggests that job resources provide a buffer against the negative effects
of excessive job demands on employee health and well-being. As compared to workers
lacking adequate resources to meet the high levels of job demands they are exposed to,
workers with more job resources at their disposal report much less frequently that work
impairs their health (33%, against 47%). The mental health index for this group of workers
is similar to that observed among workers who benefit from the best work environment.
While this analysis does not allow to infer any causal links, it suggests that the various
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Figure 5.A1.1. Job demands, job resources and workers’ health
Unweighted average, 2010
Panel A. Proportion of workers reporting

that work impairs their health Panel B. Mental health index
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Note: The unweighted average includes 22 OECD countries: Austria, Belgium, the Czech Republic, Germany, Denmark, Spain, Estonia,
Finland, France, the United Kingdom, Greece, Hungary, Ireland, Italy, Luxembourg, the Netherlands, Norway, Poland, Portugal, Slovenia,
the Slovak Republic and Sweden.

For the description of the variables description, please see Table 5.2.
Source: Eurofound (2010), European Survey on Working Conditions, Wave 5.

StatLink =iz http://dx.doi.org/10.1787/888932889212

aspects of work organisation and workplace relationships analysed here do matter for the
well-being of workers, and that they interact with each others to shape the overall quality
of life at work.

The approach followed so far has consisted in comparing the health outcomes of
different work environments within a same country. A difficult question is whether this
measurement framework can be used for cross-country comparisons in quality of life at
work. Comparing the quality of life at work across countries requires establishing common
criteria for characterising the various work environments in all countries, i.e. a common
threshold for defining high and low levels of total job demand, and a common threshold for
defining high and low levels of job resources. For illustrative purposes, these two
thresholds have been set at the average value of the two composite indices across the
22 European countries analysed. By characterising the level (low versus high) of total job
demands and total job resources, respectively, that each individual face in every country,
these illustrative thresholds allow calculating the share of individuals affected by low
quality of life at work in each country.

Figure 5.A1.2 shows the incidence of poor and good work environments in the
22 European countries for which data are available. It suggests that, while good work
environments are more widespread than poor ones in virtually all countries, there is wide
cross-country variation. About 30% of workers are in strained jobs in Greece and France,
against 10% or more in Denmark, Norway, Finland and the Netherlands. Symmetrically,
less than one in four workers benefit from abundant job resources while facing relatively
low levels of job demands in Italy, Greece and France, while this proportion exceeds 45%
Denmark, Norway, Finland, Sweden and the Netherlands.
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Figure 5.A1.2. Quality of the work environment in selected European countries
Proportion of workers reporting high (low) job demands coupled with low (high) job resources, 2010
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Note: For the description of the variables, please see Table 5.2.
Source: Eurofound (2010), European Survey on Working Conditions, Wave 5.
StatLink %= http://dx.doi.org/10.1787/888932889231

These cross-country comparisons should be considered with caution. First, they rely
on methodological choices that may affect cross-country comparisons. In particular, the
framework used in this section for measuring quality of life at work implies defining: a set
of (mainly) qualitative variables to measure the various job demands and resources; a
normalisation procedure to compare qualitative variables measured on different scales; a
criterion to identify good and bad achievements; and an aggregation procedure to calculate
total job demand and total job resource. Second, many aspects of life quality at work relies
on workers’ subjective judgement about their job, which raises a number of issues for
cross-country comparisons (OECD, 2013). For instance, individuals in different countries
may report similar work experiences in a different way due to cultural differences.
Therefore, further work is need to ensure that this measurement framework makes it
possible to compare quality of life at work across countries in a meaningful way.
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Chapter 6

Measuring the sustainability
of well-being over time

What are the factors that can shape well-being in the future? How do the choices
that we make today affect the options for future generations? These are complex but
important issues. Policy-makers, citizens and organisations need information about
what sustains well-being over time, to help guide decision-making in the present.
This chapter focuses on four types of resources (or “capital”) that can be measured
today, and that matter for future well-being: economic, natural, human, and social
capital. It argues that these resources should be monitored through a dashboard of
indicators, including measures that can capture stocks of capital, their distribution,
and some of the factors that can cause them to increase and decrease over time. This
dashboard of indicators should be developed to complement the dashboard of
current well-being outcomes in How’s Life? enabling us to assess today’s
well-being in the context of the resources left for future generations.
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Introduction

How can we be sure that the steps taken to improve well-being today do not
undermine the well-being of people in the future? Assessing the sustainability of
well-being over time is challenging: many of the things that will affect future well-being,
ranging from changes in tastes to changes in technology, cannot be known and measured
in the present. We can, however, look at the stocks of resources that help to shape
well-being outcomes, and monitor whether these resources are being sustained for use by
future generations. This is the approach proposed in the OECD framework for measuring
well-being (see Chapter 1), and the one recommended by a recent UNECE/Eurostat/OECD
Task Force for Measuring Sustainable Development (TFSD, Box 6.1). While stocks of
resources will not be the only determinants of well-being over time, they offer a practical
means to examine the link between the present and the future; through the accumulation
or depletion of resource stocks, the choices made by one generation can influence the
opportunities available to the next.

Box 6.1. The UNECE/Eurostat/OECD Task Force for Measuring Sustainable Development

In 2009, the Conference of European Statisticians set up a joint UNECE/Eurostat/OECD Task Force for
Measuring Sustainable Development (TFSD). A key goal of the TFSD was to develop a broad conceptual
framework that could bring together the wide variety of methods that have been used by both national and
international institutions to measure sustainable development.

The TFSD brings the concepts of well-being and sustainable development together. Like the seminal
UN-sponsored Brundtland Report, the TFSD regards sustainable development as being about distributive justice:
meeting “the needs of the present without compromising the ability of future generations to meet their own
needs” (World Commission on Environment and Development, 1987). Well-being is then incorporated into the
framework as a way to specify the “needs” of generations in a tangible and quantifiable way.

The framework proposed by the TFSD is designed to be a flexible tool that can be adapted to fit the needs
of individual countries. It includes twenty sustainable development “themes” that cover environmental,
social and economic aspects of development. These themes are also mapped to three different conceptual
dimensions, looking at human well-being “here and now”; the potential for human well-being among future
generations “later”; and well-being “elsewhere”, which refers to the ways in which the development paths of
different countries impact on one another. The TFSD also put forward three different potential sets of
sustainable development indicators, each covering a mix of these three different perspectives on well-being.

Sustaining well-being over time is most clearly related to the Task Force recommendations that address the
needs of generations “later”. To explore this particular dimension, the TFSD recommends a “capital
approach” — i.e. a focus on the capital assets that should be preserved for future generations. These are
grouped into four categories: economic, natural, human and social capital.
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With a strong conceptual focus, this chapter has a different “feel” from the rest of How’s
Life? Its main objective is to describe what we know about the resources (or “capital stocks”)
that sustain well-being over time, and how they can be most usefully monitored. The chapter
takes the OECD well-being framework and the TFSD recommendations as a starting point,
demonstrating how the resource- or capital-based approach to measuring the sustainability
of well-being over time can be implemented in the context of How’s Life? It concentrates on
four different types of resources (economic, natural, human and social capital) and describes
how they help to shape well-being outcomes at the individual and household level.

Guided by the principles set out in the TFSD report (UNECE, 2013), broad measurement
themes and example indicators for each of the four capital stocks are then identified. The
chapter argues that the measurement priority for sustaining well-being over time should
be monitoring these stocks of capital and their distribution, particularly where the latter
can highlight specific risks or vulnerabilities. Useful supplementary indicators might
include the efficiency with which stocks are used to help produce well-being outcomes,
and specific risk factors that can cause stocks to increase or decrease over time. A
particular emphasis should also be placed on the thresholds or tipping points beyond
which stocks might be considered dangerously low or imbalanced (Stiglitz et al., 2009).

Given the wide range of potential measures this approach could yield, a further
process of review and refinement will be needed to finalise the most concise and relevant
set of indicators. An eventual dashboard of measures for the capital stocks that help to
sustain well-being over time could then be gradually incorporated into How’s Life? to
complement the dashboard of current well-being indicators.

Sustaining well-being over time: The capital approach

Measuring current well-being as set out in How’s Life? (Chapter 1) is about capturing
outcomes: is life getting better, and for whom? Understanding whether those outcomes are
likely to be sustained in the future needs a greater focus on the factors that drive well-being
in the medium and the longer term. The most useful approach is to consider the resources
that persist over time, and which can be thought of as “capital” - i.e. resources that are
capable of storing value, and that can generate a stream of benefits to society over time.

The notion of capital is helpful for understanding sustainability because capital stocks
link the present with the future. Through the accumulation or depletion of capital stocks, the
choices made by one generation can influence the opportunities available to the next
generation. Deciding not to invest in maintaining roads, bridges and railways might enable
one generation to reduce their expenditure in the short-term, but it may have implications
for how much future generations need to spend in order to meet their infrastructure needs.
A focus on capital emphasises monitoring movements in stocks of resources, and
compensating for any depletion in resources through investment and management. Thus, a
capital approach can “be used by nations to guide their investment strategies for
sustainability” (UNU-IDHP and UNEP, 2012).

Applying this capital approach to well-being requires mapping and monitoring the
underlying drivers of well-being. Although research into drivers is reasonably well advanced in
some areas (such as health), in other aspects of well-being (such as work-life balance) detailed
examination of the persistent drivers remains underdeveloped. There are also strong
interactions among the eleven different dimensions of well-being in How’s Life?, meaning that
some well-being achievements can also be regarded as drivers for the “production” of other
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well-being outcomes. For example, good health is highly valued as an outcome in its own right,
but health status can also affect participation in education and training, social activities, and
the likelihood of having a job. Developing a deeper understanding of the drivers of well-being
and how they operate over time is therefore a critical element of understanding of the
sustainability of well-being.

The OECD framework for measuring well-being and the TFSD suggest that four
distinct types of resources or capital stocks should be examined: economic, natural,
human and social capital (UNECE, 2013). A similar categorisation has been adopted in the
New Zealand Treasury’s Living Standards Framework (2011) and by Harper and Prince
(2011) in a paper prepared for the UK Government’s Social Impacts Task Force. A more
detailed discussion of how to define these capital stocks is provided later in the chapter,
but in broad terms:

e Economic capital refers to both produced capital (man-made tangible assets such as
buildings, machinery, and transport infrastructure; and knowledge assets such as
computer software or artworks); and financial capital (which can include various financial
assets such as currency and deposits, and liabilities in the form of debts).

e Natural capital refers to aspects of the natural environment. It can include individual
assets such as minerals, energy resources, land, soil, water, trees, plants and wildlife.
However, it also includes broader ecosystems - i.e. the joint functioning of, or interactions
among, different environmental assets, as seen in forests, soil, aquatic environments and
the atmosphere.

e Human capital can be defined in several different ways, but typically refers to aspects
such as the knowledge, skills, competencies and health of individuals.

® Social capital is perhaps the least well-defined of the four capital stocks here, but can
refer to the social norms, trust, and values that foster co-operation within or among
different groups in society. Some definitions of social capital also include aspects of
governance and institutions.

These various types of capital share some common characteristics - for example, they
all have some degree of persistence, and they all influence a broad range of well-being
outcomes. However, they also differ in a number of ways. Some types of capital are owned
and transferable between owners, and typically this applies to all forms economic capital,
and some forms of natural capital (such as minerals and land). Other types of capital are
shared, not rival, i.e. their use by one person does not prevent others from also using them.
This often applies to social capital, and to some aspects of natural capital such as
ecosystems. Finally, while some types of assets decline with use (e.g. produced assets such
as infrastructure), other types may be reinforced through use (e.g. education and skills, and
elements of social capital such as co-operative norms).

Figure 6.1 illustrates the capital approach. Economic, natural, human and social
capital stocks are at the centre, while the outcomes to be sustained are described in terms
of the 11 How’s Life? well-being dimensions. The distribution of outcomes is emphasised as
a key aspect of current well-being throughout How’s Life?, but it may also be an important
characteristic to investigate in capital stocks. Finally stocks themselves can be influenced
by various “flows” such as investment (i.e. actions taken to increase the stock), and
depreciation or depletion (i.e. reductions in the stock over time). Emissions and waste can
also affect stocks and their value (e.g. pollution has consequences for human capital via
health impacts; emissions can affect the ecosystems that we rely on to absorb them).
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Figure 6.1. Linking capital stocks, flows and well-being outcomes
in the OECD well-being framework
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Economic capital and well-being

Defining and measuring economic capital

Economic capital is perhaps the best-defined of all capitals, and the one best adapted to
an accounting framework such as the System of National Accounts (SNA). Economic capital
refers to both produced capital and financial capital. Produced capital (sometimes described as
“man-made capital”) consists of tangible assets such as roads, railways, buildings,
machinery as well as inventories of final and intermediate goods; and knowledge assets,
such as intellectual property, computer software and works of artistic value. Financial capital
includes assets such as currency and deposits, stocks and bonds, derivatives, accounts
receivable, private pension funds and insurance reserves (United Nations, 2009a). In a closed
economy, financial capital is a zero-sum stock - i.e. for every asset there is a liability of equal
value. However, in an open economy financial liabilities within a country can exceed
financial assets, and vice versa, with the resulting stock of net foreign assets and liabilities
forming part of a nation’s stock of financial capital. Even though financial assets are claims
onreal assets, financial capital has consequences for the sustainability of well-being, both as
a component of household wealth, and as something that affects the stability of the
economic system (UNECE, 2013).

One specific category of economic capital highlighted by the TFSD is that of
“knowledge capital” - a subset of produced capital. Under the newly-revised System of
National Accounts 2008 (United Nations, 2009b), research and development (R&D)
expenditures are recorded as investments that build a stock of knowledge capital, whereas
these were previously considered as intermediate consumption. Knowledge capital is
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viewed as important for sustainability because of its potential to contribute to productivity
growth, and in particular to develop technology that could enable future well-being to be
achieved through a more efficient use of resources than at present.

Beyond the total stock of a country’s economic capital, its distribution both between
institutional sectors (households, governments, non-financial institutions, financial
intermediaries) and within them (e.g. between different types of households) can be an
important consideration for the sustainability of well-being (UNECE, 2013). For example, if
economic wealth is concentrated among a very narrow subset of the population, only that
subset will have the resources needed to buffer against sudden economic shocks, which
could in turn lead to a decline in well-being among the least wealthy. Unsustainable
imbalances may also occur between sectors - if, for example, households are running up
high debts whilst firms are reducing theirs.

The System of National Accounts (United Nations, 1993, 2009b) sets out an accounting
framework for measuring economic capital, while the OECD Manual “Measuring Capital”
(OECD, 2001b; OECD, 2009) provides guidance on the concepts and practice for measuring the
stock of produced capital. Indicators of countries’ economic capital stocks are not typically
reported on a per capita or household basis but rather as a percentage of GDP (as in the case
of general government debt). In many cases these choices are entirely pragmatic - for
example, the amount of financial capital held by banks is best understood relative to the
total assets of those institutions, rather than the number of people in the country in which
the institution is based. Nonetheless, understanding the implications of economic capital for
future individual and household well-being ultimately means that indicators should be
measured on a scale that can be related to the experience of individuals and households. Per
capita measurement may also be important for understanding the impact of changing
demography on the physical and financial resources available to future generations.
Measures of wealth at the household level do exist (as reported in How’s Life?) but at present,
these often exclude non-financial assets such as property, which make up a large proportion
of total wealth.

Linking economic capital to well-being

Economic capital has wide-ranging direct and indirect links to the well-being
outcomes described in How’s Life?:

e Economic capital plays a direct role in supporting people’s material conditions (or economic
well-being) including well-being outcomes such as housing, wealth, jobs and earnings.
More generally, people derive well-being from consuming goods and services that have
been produced through economic capital.

@ Both produced and financial assets also serve as a store of value for households, to ensure their
economic security when confronted with various risks and life choices. Household wealth
contributes to people’s well-being in a direct way by providing a buffer against
unexpected income shocks and by enhancing people’s freedom to choose the lives they
want to live. In the longer term, household wealth helps to ensure that material living
standards are sustainable over time (OECD, 2011c).
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Natural capital and well-being
Defining and measuring natural capital

Natural capital consists of a wide range of naturally occurring assets, from tradable
items such as minerals and timber, through to oceans and the atmosphere. A distinction
can be made between “environmental assets”, which are individual components of the
environment (such as fish, or oil resources), and “ecosystems” which refer to the joint
functioning of, or interactions among, different environmental assets (such as seen in soil,
forests, aquatic environments and the atmosphere).

In 2012, the United Nations Statistical Commission published a new System of
Environmental and Economic Accounting (SEEA), and adopted the central framework of
this system as an international standard.! The SEEA Central Framework (UNSC, 2012)
defines environmental assets as “the naturally occurring living and non-living components
of the Earth, together comprising the bio-physical environment, that provide benefits to
humanity” (p. 124). It lists seven sets of assets, detailed in Table 6.1.

Table 6.1. Classification of environmental assets in the SEEA Central Framework

1. Mineral and energy resources
1.1. Qil resources
1.2. Natural gas resources
1.3. Coal and peat resources
1.4. Non-metallic mineral resources (excluding coal and peat resources)
1.5. Metallic mineral resources
2. Land
3. Soil resources
4. Timber resources
4.1. Cultivated timber resources
4.2. Natural timber resources
5. Aquatic resources
5.1. Cultivated aquatic resources
5.2. Natural aquatic resources
6. Other biological resources (excluding timber and aquatic resources)
7. Water resources
7.1. Surface water
7.2. Groundwater
7.3. Soil water

Source: System of Environmental-Economic Accounting (SEEA) Central Framework (UNSC, 2012).

Both renewable and non-renewable resources are included among environmental
assets. Non-renewable resources are exhaustible, i.e. their natural stocks cannot be
regenerated after exploitation. Examples include metals and other minerals, land, coal, oil
and gas. Renewable assets are those that after exploitation can, in principle, regenerate by
processes of growth or replenishment - provided certain conditions, such as not violating
“critical” stock levels, are met.? They include timber from managed forests, wool from
farmed sheep, and fish from sustainably managed stocks. The SEEA highlights the
increasingly important role of renewable energy sources (i.e. wind, wave, hydropower, solar
and geothermal) in many countries, but argues that the nature of these resources make
them difficult to conceptualise in physical stock terms, because they are neither depleted
through use, nor regenerated in the manner of, say, timber and biomass. Thus, in the
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context of asset accounting, the SEEA suggests that the opportunity to generate energy
from these sources should instead be captured in the value of land (or the relevant stock of
water in the case of hydropower).

The SEEA proposes a framework for measuring environmental assets in both physical and
monetary units. The scope of monetary valuations is limited to valuing the benefits that
accrue to economic owners of the assets. This therefore excludes any benefits that are shared
more widely, and any forms of natural capital, such as ecosystems and their associated
services, which do not have owners. The scope of environmental assets measured in physical
terms can, however, be wider than this. The coverage of environmental assets in the SEEA
Central Framework is nonetheless focused on the assets that provide direct material benefits
(e.g. space and materials for economic activities). It therefore excludes non-material benefits
from indirect uses of assets and their associated environmental services (e.g. carbon storage,
flood mitigation). In addition, assets are limited to the economic territory of nation states.
Thus, cross-border or “trans-boundary” impacts and global shared assets (such as the
atmosphere and oceans) are not captured within this framework.

The SEEA Experimental Ecosystem Accounts (currently in draft form for consultation)
will consider a wider range of material and non-material benefits than the central
framework. Their measurement focus is ecosystems, which can consist of groups of
different environmental assets functioning together within a specific spatial area.
Ecosystems are defined in the SEEA Central Framework as “areas containing a dynamic
complex of biotic communities (for example, plants, animals and micro-organisms) and
their non-living environment interacting as a functional unit to provide environmental
structures, processes and functions” (UNSC, 2012, 2013). Examples include forests and
marine ecosystems, which interact with the atmosphere. Ecosystem accounting includes
both measuring the stock and changes in the stock of ecosystem assets, as well as
measuring ecosystems’ capacity to deliver flows of ecosystem services - i.e. the benefits to
both the economy and wider humanity derived from ecosystem functioning. These
benefits provide the essential link between ecosystem assets and human well-being.

Ecosystem functions or services can be categorised in a number of different ways
- and there is currently no international consensus regarding how they should be classified
and measured. One approach (e.g. Millennium Ecosystem Assessment, 2005; OECD, 2010a)
groups ecosystem services into: i) provisioning services, such as food, biochemicals, genetic
resources, fresh water and fuel; ii) regulating services, including climate regulation, water
purification, erosion regulation, and pollination; iii) cultural services, including education
and inspiration, recreation and spiritual and aesthetic values; and iv) supporting services,
such as habitat provision, and water and nutrient cycling.> One aspect of ecosystem
services measurement that is quite advanced, however, is carbon sink capacity. Measures
such as ocean acidity, global mean sea level, and atmospheric CO, concentrations are
indicators of that finite sink capacity.

Environmental conditions referred to as “environmental quality of life” (OECD, 2011b;
OECD, 2011c) such as air quality, water quality, and access to recreational or green space,
share some characteristics of capital - to the extent that they are relatively persistent over
time, accumulate relatively slowly but can change rapidly, and have consequences for
multiple well-being outcomes. From a capital stocks perspective, it would be preferable to
measure the ecosystem assets that deliver these environmental conditions (such as the
ecosystems that cycle air and water pollution). However, in the absence of agreed
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ecosystem measures, it may be valuable to measure the availability of clean air, clean
water, and green space under the capital approach - even if in practice some of these may
be more like intermediate variables linking the underlying ecosystem assets to the
well-being outcomes of interest.

Linking natural capital to well-being

Natural capital stocks produce a stream (or flow) of benefits and services that affect
human well-being. Benefits can be felt directly - for example, through clean air or drinking
water, or forestation providing protection from flooding; or indirectly through longer
causal chains involving social, economic and political mediation, such as political tensions
caused by competition for natural resources, or reduced crop yields affecting food prices
and nutritional health (Millennium Ecosystem Assessment, 2005). The OECD’s Green
Growth Strategy (2011b; 2011c) describes the role of natural assets in economic production.

Links between natural capital and well-being outcomes in the OECD well-being
framework include:

e Natural capital is directly related to the well-being dimension of “environmental quality”. This
recognises that resources such as clean air, clean water, access to green spaces and
satisfaction with the local environment have intrinsic value, as well as contributing to
other well-being outcomes such as health, social connections, personal security and
subjective well-being (OECD, 2011c).

e Natural capital typically provides the energy and/or material resources that underlie the
production of other forms of capital. This includes inputs such as energy, raw materials,
water, air, land and soil; as well as the provision of environmental and social services
(e.g. physical space, shelter, food and clean air) that contribute to the development of
economic, human and social capital.

e Natural assets help generate income and wealth. By definition, environmental assets as
described in the SEEA Central Framework provide direct material benefits (e.g. providing
the space, energy and materials for economic activities). Inputs include the wide range
of environmental assets described above, such as fuel, food, fresh water, biochemicals
and genetic resources. The World Bank (2011) estimated that in 2005, natural capital
accounted for 30% of the total economic wealth of low income countries, and 25% in
lower middle income countries. Natural resources and ecosystem services often add
value to other assets. For example, property prices embody the value of living in
beautiful settings, and the economic value of farmland reflects the natural assets
contained therein (United Nations, 2009a). As countries begin to adopt the SEEA Central
Framework (and Experimental Ecosystem Accounts) the ability to account for the
economic benefits of natural capital should further improve.

e Natural capital and its related ecosystem services have major implications for human health and
survival as well as for the quality of housing, recreational opportunities, leisure time, and
community relations. Ecosystem services of relevance include regulatory services (such
as water purification and erosion regulation), sink functions (such as the capacity to
absorb or store pollution, waste and carbon), the protection from natural hazards (such
as floods, and UV rays), provision of agricultural and living spaces, and the provision of
functions such as pollination. Natural capital also delivers educational, recreational and
leisure benefits, as well as aesthetic, spiritual and psychological benefits. For example,
living close to green space has been associated with improved mental well-being
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Box 6.2. Natural capital and physical health

There is a very strong link between natural capital and human health. Natural capital provides resources
for shelter, and energy for heat and light. Clean air and clean water are essential prerequisites for human
health. For example, it is estimated that in 2004 outdoor urban air pollution caused nearly 1.2 million
deaths worldwide, and indoor air pollution almost 2 million deaths (WHO, 2009). By 2050, the number of
premature deaths from exposure to particulate matter is projected to more than double to 3.6 million a year
globally, with most deaths occurring in China and India (Figure 6.2). Natural capital also provides regulating
functions that control the range and transmission of certain diseases, such as malaria.

Figure 6.2. Global premature deaths from selected environmental risks
Baseline, 2010 to 2050
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9789264122246-en.
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(White et al., 2013; van den Berg et al., 2010; Maas et al., 2009), and lower risk of disease
(Maas et al., 2009), while higher levels of air pollution have been associated with lower
life satisfaction (Silva and Brown, 2013). Box 6.2 describes some of the links between
natural capital and physical health.

Human capital and well-being

Defining and measuring human capital

OECD (2001a) defined human capital as “the knowledge, skills, competencies and
attributes embodied in individuals that facilitate the creation of personal, social and
economic well-being”. For UNU-IHDP and UNEP (2012) human capital consists of
education, skills, tacit knowledge, and health. Many researchers and institutions are
currently using definitions of human capital that emphasise its value to economic
production (Boarini et al., 2012), although both health and education are also outcomes of
intrinsic value in their own right, as well as contributing extensively to the production of
other well-being outcomes (OECD, 2011c).
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The concept of human capital is rooted in work on the importance of the quality of
labour for economic production and earnings differentials (e.g. Schultz, 1961; Becker, 1962).
Notionally, for the same amount of work (hours) and other inputs, a higher stock of human
capital would enable greater productivity and earnings. Beyond technical skills, the concept
of human capital has since been expanded to include aspects of motivation and behaviour,
as well as the physical, emotional and mental health of individuals (OECD, 2001a). “Health
capital” is sometimes separately identified as a specific asset in itself (e.g. National Research
Council, 2010; UNU-IHDP and UNEP, 2012). In this context, the TFSD note various risk factors
that can affect future health outcomes (such as hypertension and obesity), which are
sometimes regarded as components of the capital stock.

Investments in human capital can take many forms, including parenting, formal
education, on-the-job training, informal training, health behaviours (such as those relating
to smoking, alcohol, diet and exercise) and healthcare. The stock of human capital can also
be affected by migration inflows and outflows. In contrast to economic capital and many
forms of natural capital, human capital may increase with use, rather than being depleted.
For example, exercising skills can serve to strengthen them over time, whereas failure to
use them (e.g. due to involuntary unemployment) can result in their deterioration. This
underscores the fact that different forms of capital have different “laws of motion” in
relation to well-being production (Laroche et al., 1999; Boarini et al., 2012). Nonetheless,
like other forms of capital, the stock of human capital takes time to accumulate, and can
depreciate without sufficient investment (e.g. skills can become rusty, or even obsolete as
technology changes).

Because human capital is embodied in individuals, its stock is depleted when the
individual “owner” of the capital dies. Nonetheless, knowledge and skills can be
transferred between generations through a variety of means, and thus individuals can
leave behind a legacy that can contribute to the human capital stock of future generations.
The maintenance of the human capital stock will be affected by both public and private,
market and non-market, investment in education, training and health (Abraham and
Mackie, 2005), as well as migration (Stark et al., 1998; Beine et al., 2008) and demographic
changes (Liu, 2011). Families and social capital in particular play a role in the transfer of
human capital between generations (Abraham and Mackie, 2005). For example, the
educational attainment of young people is highly correlated with that of their parents in
most OECD countries (OECD, 2012b), and parental involvement in education and learning
is associated with better student performance (OECD, 2012c).

Due to the broad range of characteristics encompassed by the definition of human
capital, measures often incorporate a range of indicators regarding educational or skills
levels, as well as labour statistics such as employment, and health indicators, such as life
expectancy (e.g. UNECE, 2013; Liu, 2011). Measures exist in both monetary and physical units.

Estimating the monetary value of human capital

There are no internationally agreed standards for estimating the monetary value of
human capital stocks, but experimental indicators do exist (see Boarini et al., 2012 for a
review). The lifetime income approach (Jorgenson and Fraumeni, 1989; Liu, 2011) combines
information about a country’s total population, its structure (by age and gender), life
expectancy, educational attainment, employment patterns, and earnings. Alternatives to
the lifetime income approach include the indirect (residual) approach adopted by the World
Bank (2006; 2011)* and the cost-based approach, which focuses on the stream of past
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investments in human capital made by individuals, households, employers and
governments. All of these approaches, however, focus only on the economic value of the total
human capital stock, and they therefore exclude the wide range of non-market benefits
that can flow from factors such as higher skills (illustrated in OECD, 2010b). Monetary
valuations have, however, been estimated for the non-production impacts of education on
crime and health (Lochner and Moretti, 2004; Lochner, 2011).

Physical measures of human capital

For human capital, the physical indicators most commonly used in the context of
sustainability reporting include:

e Measures of educational attainment such as the highest educational level attained; mean
years of schooling of the total or working age population; or expected years of schooling
for young people living today.

® Measures of the skills and competences (gained in school or outside) of students
(e.g. OECD’s Programme for International Student Assessment, PISA) or adults (e.g. OECD’s
Programme for the International Assessment of Adult Competencies, PIAAC).

e Measures of health status such as life expectancy, or quality-adjusted life expectancy,
which reflects the extent to which illness or disability place limits on a person’s
functioning (e.g. Eurostat’s healthy life years measure, 2009, 2011).

These variables can combine to influence the total stock of human capital, but in
isolation should be considered as necessary rather than sufficient conditions. For example,
a high level of life expectancy can, but need not be, accompanied by the knowledge, skills
and competencies needed to ensure a high level of human capital overall. Similarly, a
highly educated and skilled workforce that nonetheless suffers high levels of illness will
not be able to fulfil its human capital potential.

Linking human capital to well-being

There are strong links between human capital and the well-being outcomes in the
How’s Life? framework because:

@ Human capital is an essential input to economic production and income generation. In terms of the
economic benefits that flow from human capital stocks, the Inclusive Wealth Report 2012
(UNU-IHDP and UNEP, 2012) estimated that human capital makes up 90% of the productive
base of the economy in the United Kingdom, 78% in the United States, and 61% in Norway.
“New growth models” (e.g. Romer, 1990; Barro and Sala-i-Martin, 1995) also include an
important role for human capital in driving technological progress. At the individual level,
human capital can be regarded as an individually-owned asset that can generate income
streams over a person’s lifetime and provide a buffer against sudden shocks (Boarini
et al., 2012).

e Human capital encompasses intrinsically valuable well-being outcomes, and contributes to other non-
monetary well-being outcomes. For example, good physical and mental health status enables
participation in education, training and the labour market, as well as social relationships;
health is also strongly related to subjective well-being (OECD, 2011c). Similarly, higher levels
of education and skills are associated at the individual level with higher earnings and
greater employability, better health status, greater civic awareness and political
participation, and, at the societal level, with lower criminality, stronger social cohesion and
greater political stability (United Nations, 2009a, 2013; OECD, 2011c). OECD (2010b) describes
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the empirical evidence linking education to civic and social engagement and health, and
maps out what is known (and what further information is needed) regarding the causal
mechanisms behind these relationships. This research makes clear that a wide range of
intrinsic benefits are bound up in the concept of human capital.

Social capital and well-being
Defining and measuring social capital

Social capital is the least well-defined of the various types of capital discussed here — and
perhaps the one where it is most difficult to make a simple analogy with the accounting
structure of other types of capital stocks and flows. While proxy measures of the stock of social
capital have been suggested, they are typically more narrow in focus than would be suggested
by a relatively broad definition of social capital as “networks together with shared norms,
values and understandings that facilitate co-operation within or among groups” (OECD, 2001).

Four main approaches to conceptualising and measuring social capital can be
identified (Scrivens and Smith, 2013):

@ Personal relationships refer to people’s networks (i.e. friends, relatives, etc.) and the social
behaviours that contribute to establishing and maintaining those networks such as
spending time with others, or exchanging news by telephone or e-mail.

@ Social network support is a direct outcome of people’s personal relationships and refers to
the resources - emotional, material, practical, financial, intellectual or professional - that
are available to each individual through their personal networks.

e Civic engagement comprises the activities through which people contribute to civic and
community life, such as volunteering, political participation, group membership and
different forms of community action.

e Finally, trust and co-operative norms refers to the shared values and expectations that
underpin societal functioning and enable mutually beneficial co-operation.

While all four of these concepts are important for evaluating people’s current
well-being, it has been suggested that the most relevant dimension for the sustainability of
well-being over time is trust and co-operative norms (Scrivens and Smith, 2013). There are
two main reasons for this focus. First, trust and co-operative norms accumulate slowly and
are relatively persistent over time, and can thus be transmitted across generations. Second,
trust and co-operative norms have strong and wide-ranging instrumental value,
contributing to the functioning of societal systems — market, state infrastructure, social
stability — and the collective action which in turn underpin economic performance and
other key aspects of social progress.

The two types of trust which are most often considered as forms of social capital are
generalised trust (i.e. trust in “others”, including strangers) and institutional trust, which
can refer to political institutions as well as the judiciary, the police, the media or other
institutional systems. Norms refer to informal rules about how people should behave, that
are diffused in a group or community through social models, socialisation (including
formal education), and the use of sanctions (i.e. formal or informal punishment, such as
social ostracisation) in the case of non-compliance.

In addition to the four approaches to social capital outlined above, there is some
debate about whether political, institutional and legal (PIL) arrangements should be seen
as components of social capital, as determinants of social capital, or as outcomes of social
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capital (Scrivens and Smith, 2013). OECD (2001a) argued that PIL arrangements describe the
rules and institutions in which human and social capital work, rather than being capital stocks
themselves. But in other definitions of social capital, institutions play a central role
(e.g. UNECE, 2013; World Bank, 2011). Institutions and legal frameworks also show some
degree of persistence over time, and could thus be considered as stores of value.
Furthermore, they share some other characteristics with the concept of capital, such as
deterioration over time in the absence of investment. Regardless of whether institutions
are regarded as part of social capital or a separate category, to the extent that they are able
to respond to the well-being needs of citizens in the future, they are important for
well-being sustainability (Mira d’Ercole and Salvini, 2003).

Social capital differs from human, natural and economic capital since it is largely
relational — meaning it exists between people rather than being centred on individuals, the
economy, or features of the natural environment. As a public good, it is shared by a group
of people or by the whole community. It also risks underinvestment as trust and
co-operative norms tend to emerge as unintended consequences of various forms of social
interaction. Offsetting this to some degree, social capital does not depreciate with use, and
may in some cases be reinforced by frequent use.” Like human capital, it is challenging to
clearly identify the elements of social capital that can be transferred between “owners” in
the way that economic assets can be. Rather, social capital tends to be available to rather
than owned by people. This is consistent with a wider (non-economic) definition of capital,
but it implies that monetary valuations of social capital are particularly challenging.

Physical measures of social capital

No established indicators exist to reflect the monetary value of trust and co-operative
norms or aspects of political, institutional and legal arrangements, although Hamilton and
Liu (2013) have estimated that the combined value of assets such as institutional quality
and social capital could account for, on average, 25% of total wealth among the high
income countries they studied.

The predominant measure of trust is the standard question: “Generally speaking, would
you say that most people can be trusted or that you need to be very careful in dealing with
people?” which is included in many national and international surveys (Scrivens and
Smith, 2013). Trust can also be examined in relation to specific institutions, including survey
questions that ask how much trust (or confidence) people have in specific institutions such
as national or local government, the police, the justice system, etc. Other approaches provide
less direct, but more nuanced measures of attitudes that pertain to trust through questions
on the perceived integrity (or lack of corruption), representativeness and performance of
different institutions. Measures of institutional trust can also look at the political system as
a whole through questions related to political freedom and satisfaction with democracy.

Despite the importance given to co-operative norms in the literature on social capital,
less attention has been given to their conceptualisation and measurement than in the case
of trust. Co-operative norms tend to be measured through questions that ask about
people’s attitudes towards different groups (to measure tolerance and discriminatory
attitudes) or beliefs about the helpfulness of others (to measure generalised reciprocity).
For example, Knack and Keefer (1997) measure attitudes towards civic co-operation
through questions on whether actions such as avoiding paying public transport fares or
fraudulently claiming government benefits can ever be justified.
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There is no standardised approach for measuring governance or political, institutional
and legal arrangements. The TFSD proposes a measure of voter turnout to capture the
quality of institutions, although voter turnout is perhaps more of a flow than a stock
measure. Refinement of measures for governance or political, institutional and legal
arrangements in the context of well-being sustainability should focus first and foremost on
aspects that represent capital that can be passed to future generations, and that have clear
and well-established links to a range of well-being outcomes (Box 6.3).

Box 6.3. Social capital for sustaining well-being: The statistical agenda

The diversity of approaches to defining social capital has been a barrier to the
development of internationally comparable data. Scrivens and Smith’s (2013) compilation
of a question “databank” has confirmed the high degree of interest, but also the lack of
consistency, in measuring social capital. To date, around 50 recent national and
international surveys have been identified that collect data on “social capital” in its various
forms. However, questions are rarely harmonised, terminology and focus differ across
countries, and data remain scarce. Most sources of comparable data are non-official,
including several modules of the International Survey Programme, the World Values
Survey, and the Gallup World Poll, but the inferences that can be drawn from such sources
remain limited because of factors such as small sample sizes. However, Eurostat’s first
“quality of life” indicator set will include several measures relevant to social capital under
the dimensions of “social interactions” and “governance and basic rights”, drawn from the
EU-Statistics on Income and Living Conditions (EU-SILC) survey.” Eurostat intends to
collect these data on a regular basis in future, through rotating modules.

When it comes to international or cross-border measures of social capital (such as
co-operative norms between countries), there are no widely accepted indicators, and this
is an area where considerable conceptual and measurement development is still needed.
Although much of the social capital literature focuses on the local or national levels, the
role of international co-operation in maintaining “global public goods”, such as the
environment, security, knowledge creation and financial stability has also been
highlighted as particularly important for sustaining development and well-being (Kaul
et al., 1999; Sachs 2008). OECD (2013a) used a case-study approach to highlight examples of
international regulatory co-operation. The TFSD meanwhile proposes using “contribution
to international institutions” as a measure of trans-boundary impacts, citing the Swiss
Federal Statistics Offices’ use of multinational treaties as an indicator of international
institutional capital. However, no indicators are proposed by the TFSD in order to measure
the stock of global social capital

There is also no standardised approach for measuring governance or political, institutional
and legal arrangements. Developing a statistical framework for such measures will be a major
undertaking, but one that is gaining importance - as reflected in, for example, the decision to
recognise “governance and democracy” as a separate pillar in Measures of Australia’s Progress
(ABS, 2012). Refinement of measures in the context of well-being sustainability should focus
first and foremost on aspects of governance and institutions which are capital-like in nature,
that can be transferred to future generations, and that have clear and well-established links to
a range of well-being outcomes.

* Eurostat has collected data relevant to social capital through ad hoc modules (AHM) of the EU-Statistics on

Income and Living Conditions (EU-SILC) survey. Measures pertaining to personal relationships, social

network support and civic engagement have been collected through the AHM 2006 on Social Participation,

and measures concerning social network support and trust are included in the AHM 2013 on Subjective
Well-Being.
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Linking social capital to well-being

Trust, co-operative norms and political, institutional and legal arrangements can
contribute to the well-being outcomes included in How’s Life? in several ways. They can:

@ Reduce transaction costs and improve economic performance. Where high levels of trust exist,
the need for formal contracts is reduced, thereby reducing transaction costs (Fukuyama,
1995; Knack and Keefer, 1997). This in turn encourages exchange and productivity in
both the economic and non-economic spheres, including employment and income at
the individual level. Similarly, common expectations reduce the amount of time that has
to be spent in agreeing on the exact terms of an exchange. Government performance
also benefits from higher levels of trust, which (by reducing transaction costs) can
facilitate agreement, collaboration and innovation in state bureaucracies (Knack, 2000).

e Promote efficient allocation of resources. Trust and co-operative norms enable forms of
collective action which can replace or supplement market or government-based
interventions, e.g. natural resource management, or respond to emergencies. Collective
action strategies based on trust and co-operative norms often provide the most efficient
way to manage common resources such as forests, agricultural land or fisheries stocks,
thereby contributing to the maintenance of environmental quality. Mechanisms for
collective action are also important to ensure the production of various public goods, on
which the effective functioning of markets (and several aspects of wider well-being)
depends. This applies at both the national and international level - and “global public
goods”, such as the environment, security, financial stability, and respect for property
rights, require international co-operation to be sustained (Kaul et al., 1999). Norms and
values around environmentally-friendly behaviours can also contribute to the
sustainable use of natural resources (UNECE, 2013).

e Influence quality of life and human capital formation. People living in higher-trust and more
co-operative communities tend to be happier (Helliwell and Putnam, 2004; Helliwell
and Wang, 2010; Hudson 2006), healthier (Lochner et al., 2003), better educated
and more civically engaged (Putnam, 2000), and less likely to be victims of crime
(Sampson et al., 1997). Although the causal mechanisms for many of these relationships
remain unclear, social capital has been shown to influence behaviours relevant to
individual well-being. For example, Coleman showed how norms supportive of
educational attainment helped to keep school dropout rates low in certain communities
(Coleman, 1988); Sampson et al. (1997) found that neighbourhoods where people were
more willing to intervene to uphold public order experienced lower levels of crime.

Additional considerations in measuring capital stocks

190

Measures of capital stocks exist in both monetary and non-monetary (or “physical”)
units. This raises a question about the best way to bring these indicators together, to
provide a picture of the sustainability of well-being over time. Should measures be
somehow aggregated together, or presented as a dashboard of measures? Is it enough to
measure capital at the national level, or do we need international and global indicators in
some cases? Consistent with Stiglitz et al. (2009) and the TFSD, the section that follows
argues that a dashboard of both physical and monetary measures is most appropriate for
monitoring the capital stocks that sustain well-being over time. Dashboards can be
compiled at the national level, but will in some cases need to reflect the wider
international dimensions relevant to certain stocks.
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Although the capital approach provides an important organising framework,
interpreting the specific policy implications of changes in capital stocks is not always
straightforward. To create a more direct line of sight with policy, stock measures may need
to be broken down further, or supplemented with additional information, so that they can
be understood and acted upon by decision-makers. In particular, the distribution of stocks —
between sectors or across households — might be used to identify imbalances, or groups
within society where future well-being may be at particular risk. Information about various
flows relating to capital stocks, including investment, depreciation, emissions and waste,
can provide more direct information about how actions today can produce changes in the
quality and quantity of stocks left behind for future generations. Measures that can
capture the efficiency with which stocks are used can meanwhile indicate whether
technological advancements and changes in society are leading to more or less prudent
use of resources. In many cases, these policy-relevant indicators are designed to give
insights into specific “risk factors”, showing more clearly when stocks may be changing in
ways that could undermine the sustainability of well-being over time.

A single headline measure, or a dashboard of indicators?

The capital approach has been used to create single headline measures of sustainable
development (e.g. World Bank, 2006, 2011; UNU-IHDP and UNEP, 2012). Under this
approach, development is considered unsustainable when it involves declining per capita
levels of total wealth over time. Total wealth is the sum of the monetary value of a nation’s
capital stocks. For example, the Inclusive Wealth Index (UNU-IHDP and UNEP, 2012)
combines the estimated value of a nation’s natural, human and manufactured capital, on
a per capita basis, and explores its evolution over time in a range of countries.

The process of valuing and aggregating different types of capital makes the trade-offs
inherent in managing resources explicit: if one stock of capital declines in value, then other
stocks must increase in value to ensure the integrity of the total capital base. Per capita
assessment also means that the effect of population increases or decreases can be factored
into calculations. Assessing sustainability through a simple pass-or-fail test provides a
powerful signal that can be easily communicated to decision-makers and the wider public.
Nonetheless, to be a reliable guide, it requires comprehensive and accurate monetary
estimates of capital in the first instance.

In the context of assessing the sustainability of well-being, there are two key
challenges around aggregation. The first concerns the challenge of estimating, in monetary
units, the total value of all types of capital stocks (natural, human, social and economic) for
future well-being. The second issue concerns the extent to which different types of capital
stock can be substituted (i.e. exchanged) for one another, whilst still sustaining the same
level of individual and household well-being outcomes over time.

Estimating the monetary value of stocks for well-being

The common unit typically used to describe the value of capital stocks is money.
Valuation involves estimating the total value of the benefits that a given stock of capital is
expected to provide to future generations, also known as the shadow price of a stock.
Shadow prices are typically based on current market prices where available, and these
prices are used to estimate the future value of the total capital stock. However, the use of
market prices creates two problems when aiming to assess the sustainability of well-being
over time.
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The first difficulty concerns imperfections in how markets operate, meaning that
market prices do not always reflect the true well-being worth of assets, including the
well-being costs and benefits of using those assets in economic production. Various
methods do exist to correct market prices to better reflect such externalities (i.e. the costs
or benefits of activities which are not reflected in market prices, and which may accrue to
people other than those directly involved in the activity itself). For example, climate
change has been described as the “mother of all externalities” (Tol, 2009) and estimates of
wealth can be adjusted in line with carbon emissions to “internalise” this externality
(e.g. UNU-IHDP and UNECE, 2012). Nonetheless, the technical difficulty of making such
adjustments to reflect costs and benefits across all dimensions of well-being is daunting.

The second difficulty of monetisation is that most capital stocks, and many of the
well-being benefits they produce, simply have no market price at all. Both sustainability
accounting and social cost-benefit analysis offer various methods for estimating the
monetary value of such non-market factors - sometimes known as “social value”
(Demos, 2010; Social Enterprise UK, 2012), or Social Return on Investment (nef, 2013;
Cabinet Office, 2009; Centre for Social Justice, 2011). A relatively new technique has also
been developed for valuations based on the life satisfaction achievements associated with
different non-market factors (reviewed in Fujiwara and Campbell, 2011; and OECD, 2013b).

At present, however, it is difficult to apply these valuation methods in a way that can fully
account for all of the well-being benefits that human, social and natural capital can provide in
the future. Most methods have been developed to assess the impact of specific projects and
policies (e.g. Cabinet Office, 2009; Social Enterprise UK, 2012) or specific goods and services,
rather than to estimate the future well-being value of capital stocks themselves — which is likely
to place additional demands on both data quality and the assumptions adopted.

The substitutability of different capital stocks

Aggregation of capital stocks makes an implicit assumption that different capital stocks
are perfectly substitutable. Substitution means that one form of capital can be replaced with
another, so that the same output is produced using a different combination of capital inputs.
Perfect substitutability regards options for substitution as limitless; thus, depletion of one
capital stock can be entirely compensated by an increase in another capital stock of equal
value. For example, under perfect substitutability, depletion of mineral stocks to generate
income may be regarded as “sustainable” provided that this income is sufficiently reinvested
in human, economic and social capital - as these are the stocks that will be relied upon to
generate economic growth in future, when the minerals have been exhausted. The
Norwegian State Petroleum Fund and the Alaska Permanent Fund are two examples where
natural capital (in this case oil and gas) is being converted into financial capital, which is
expected to yield returns after the oil and gas have been depleted (Heal, 2011).

If substitutability is less than perfect, assessing sustainability through total aggregated
wealth could mask unsustainable imbalances across the different stocks of resources. While
such imbalances could manifest themselves in changes in assets prices in the future, this
could well happen too late to allow actions to reverse unsustainable trends, and some assets
have no prices to begin with. In some cases, overstepping the limits of substitutability could
mean crossing specific “tipping points” or “critical thresholds” beyond which changes in the
capital stock may be irreversible (discussed below). In practice, most approaches to
sustainability assessment share a view of limited rather than perfect substitutability among
capital stocks (UNU-IHDP and UNEP, 2012; OECD, 2011b; Heal, 2011).
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In light of the challenges associated with both monetisation and the substitutability of
stocks, a dashboard of indicators, consisting of both physical and monetary measures,
would appear to be the most appropriate approach for monitoring the resources that
sustain well-being over time. While a dashboard lacks the communicative power of a
simple pass-or-fail measure of sustainability, it can be used as a diagnostic tool, enabling
specific problem areas to be highlighted.

The distribution of capital

The distribution of well-being outcomes across different groups within society is a key
component of well-being here and now (OECD, 2011c). Similarly, access to capital stocks,
and the way this differs across groups and individuals, may also affect the efficacy with
which stocks can be transformed into well-being outcomes in the future. For example,
countries with a more equal distribution of human capital have also been found to
experience greater income equality (e.g. Alesina and Rodrik, 1992; OECD and Statistics
Canada, 2000). A recent OECD analysis also reported that over the past two decades, the
trend towards higher educational attainment has been one of the most important factors
offsetting the increase in wage dispersion (OECD, 2011d).

Changes in capital stocks may also have uneven consequences for human well-being.
For example, the well-being of poor and rural communities is often considered to be more
vulnerable to the adverse impacts of changes in natural capital. This is partly because these
communities may be more strongly reliant on natural capital as a source of wealth, and also
because they often lack the means to import natural capital and ecosystem services from
elsewhere when local stocks run out (Millennium Ecosystem Assessment, 2005). Crifo and
Laurent (2013) highlight the links between social inequalities and access to natural
resources, as well as exposure to environmental risks and disasters.

In the case of economic capital, the composition of capital stocks and their
distribution has received considerable attention in recent years because imbalances across
the economic system may have implications for the sustainability of well-being. The TFSD
recommends that economic assets and liabilities should be disaggregated and examined
separately for different sectors: government, households, financial intermediaries and
non-financial firms. The Conseil d’analyse économique and German Council of Economic
Experts (2010) recommendations on sustainability include looking at “warning signals” in
different parts of the economy - ranging from private sector net fixed capital formation,
through to public sector debt indicators. At the micro level, the value of capturing the
distribution of economic capital among households has also been highlighted, for example
in the recent OECD Framework for Statistics on the Distribution of Household Income,
Consumption and Wealth (OECD, 2013c).

Spatial distribution of capital stocks

Most accounting approaches for the measurement of capital stocks (e.g. the SNA and
the SEEA) focus on the stocks within national boundaries. However, it may be desirable to
measure capital stocks on a local, national or international scale.

The measurement of natural assets and ecosystems in particular may require detailed
measurements on a sub-national scale, because ecosystems are usually defined in relation
to specific spatial areas. Attention to the distributional aspects of capital may also require
measures disaggregated at sub-national levels - for example, to examine differences in
access to or use of resources between regions within a country, or between rural and urban
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populations. An ability to adapt the measurement framework to the local level will also be
important if measures are to be helpful in making decisions about individual projects or
programmes, which may be sub-national in nature.

At the other end of the spectrum, the global nature of some forms of capital implies
that monitoring the sustainability of well-being also requires an international perspective.
This is true both because some capital stocks are shared globally (e.g. the atmosphere), and
because there are a wide range of complex interdependencies between countries where
they rely on one another’s capital stocks (e.g. ecosystems for food production). Thus, the
sustainability of well-being in a given country depends not only on its national capital
stocks, but also on the global capital stocks picture. This is challenging from both a
measurement and a stocks management perspective.

Some elements of natural capital in particular do not have clearly demarcated
national boundaries. Assets such as the atmosphere and oceans (and the sink capacity and
other services they provide) are difficult to attribute to specific territories. Other forms of
capital can also be shared - international co-operation, recognition of property rights, or
peace agreements are examples of social (or institutional) assets that are both shared and
global. Conversely, cross-border conflicts could be seen as shared liabilities that threaten
global stocks of social capital.

Interdependencies between countries can occur in several forms. Some assets may be
restricted to specific geographic locations but nonetheless may have implications for
sustaining well-being in the future elsewhere. For example, rainforest biodiversity can lead
to the development of new medicines used around the globe. Both knowledge and financial
markets are also strongly interconnected. Kaul et al. (1999) suggest that environmental
sustainability, market efficiency, financial stability, health and peace are all “global public
goods”, whose maintenance is underpinned by international co-operation. The presence of
such interdependencies means that national indicators of capital stocks alone will not be
sufficient to gauge the sustainability of well-being in the future.

Other policy-relevant indicators
Trans-boundary impacts

The TFSD also refers to a specific set of trans-boundary impacts that reflect how the
development paths of different countries impact on one another. Factors highlighted by the
TFSD include financial transfers (such as Official Development Assistance), imports of goods
and services, migration, and knowledge transfers. Particular concerns have been raised
regarding high-income countries exporting environmental pressures overseas, to countries
with lower levels of environmental regulation (UNECE, 2013). Carbon leakage is one such
example - where countries may succeed in reducing their domestic carbon production
through the import of goods produced with more carbon-intensive technologies abroad.

Footprint measures, which focus on domestic consumption, enable some assessment
of these trans-boundary impacts, because they can illustrate the extent to which a
country’s consumption relies on using resources from overseas. Existing measures include
footprints for carbon emissions, water use, and biodiversity — although calculating such
measures is complex, and there is little standardisation across measures at present.
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The efficiency of resource use

Environmental, economic, social or technological shifts can affect the amount of
resources required to maintain current well-being over time. The efficiency of resource use
(i.e. the inputs needed to produce well-being outcomes) can therefore provide important
feedback to policy-makers. For example, technological advancements may lead to greater
efficiency in the use of a range of natural resources. On the other hand, an environmental
shift such as global warming may affect the well-being that can be derived from capital
stocks - ranging from changes in the productivity of agricultural land, to the impact on
human capital through health risks (OECD, 2012a).

There are a variety of ways in which resource productivity or efficiency can be
measured. Typically, indicators involve looking at the amount of output produced per unit
of input. For example, OECD’s Green Growth Strategy (2011b; 2011c) suggests a variety of
productivity measures to assess the use of natural resources in producing economic
outcomes. These include CO, productivity measures, which look at either the GDP or real
disposable income generated per unit of CO, emitted. Other measures of efficiency include
examining well-being outcomes in relation to the ecological footprint of a country, as
illustrated in nef’s Happy Planet Index (2012), and the UNDP’s (2013) Human Development
Report (see also Global Footprint Network, 2012).

Human and social capital, and some forms of natural capital, are not “consumed” to
“produce” well-being in the same manner that some other natural and economic assets are
(see above). This implies that efficiency or productivity as applied to these assets may be
best conceived in terms of returns on investment (or well-being impact), rather than
returns to consumption per se. For example, OECD (2010b) has begun to map the health and
social cohesion returns to investments in education, and a range of monetary estimates of
human capital aim to capture the economic returns that stem from higher skills levels, as
reviewed by Boarini et al. (2012).

In practice, assessing the efficiency with which resources are used to produce well-being
raises some similar challenges to the monetary valuations of capital stocks —i.e. too little is
known about how capital stocks combine to help produce different well-being outcomes over
time. The multi-dimensional nature of well-being also makes the assessment of efficiency
complicated, because changes in capital can be related to changes across a wide variety of
well-being dimensions. With so many inputs and outputs involved in the “production” of
well-being, efficiency measures will need to be refined to a manageable set of input-output
relationships. This should be part of the future research agenda.

Risk factors and flows that can affect capital stocks

Information about various flows related to capital stocks can provide more specific
information to decision-makers about how actions today affect the stocks left behind for
future generations. Policy-relevant flows might include:

e Investment - in this context meaning actions taken to increase the stock of capital
(e.g. expenditure on education and training in the case of human capital).

e Depreciation — which refers to deterioration in a stock (e.g. a decrease in the value of
produced capital due to machinery becoming worn down; a decrease in the value of
human capital when skills become obsolete). In the case of natural capital, resource
depletion refers to the extraction of natural capital stocks from reserves (e.g. the
extraction of oil from wells).
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e Emissions and waste — which in this context are used to mean by-products that can affect
stocks (e.g. air pollution affecting human capital through impacts on health; nitrogen
surplus in the agricultural system affecting natural capital through soil and water
nutrient balances).

Factors that can potentially affect stocks, either now or in the future, are also sometimes
described as “risk factors”. Catastrophic events (such as global financial crises or natural
disasters) as well as slower changes in society (such as rising obesity) have the potential to
impact significantly capital stocks for well-being over time. The notion of risk factors or
“early warning signals” is strongly emphasised in some approaches to measuring
sustainability.®

In the case of economic sustainability, the Franco-German report recommends
monitoring investment (e.g. in produced capital and R&D); public debt; and risk factors
such as developments in the private and financial sectors that might indicate the build-up
of asset bubbles.

For environmental sustainability, risk factors highlighted in the Franco-German report
include greenhouse gas emissions and the depletion of non-renewable resources. Adopting
a slightly different approach, Rockstrom et al.’s (2009) work on planetary boundaries point
to a range of risk factors for future well-being, focusing on the potential for crossing natural
thresholds beyond which irreversible changes to the environment may occur. These
include thresholds relating to climate change, biodiversity loss, freshwater use, land use,
ocean acidification, stratospheric ozone depletion, and the nitrogen and phosphorus
cycles. Stiglitz et al. (2009) further emphasise the need for clear indicators that can show
proximity to dangerous (and potentially irreversible) environmental damage - particularly
in the context of climate change, where there is a sizeable prior literature (e.g. Stern, 2009).

For human capital, a wide variety of risk factors for future health have been identified,
and can be measured in the population today (e.g. National Research Council, 2010). These
include factors such as obesity, smoking and tobacco use, and physical activity. Eurostat’s
Sustainable Development Indicators include a range of “health determinants”, such as the
production of toxic chemicals in the EU, urban exposure to air pollution, and exposure to
air pollution by ozone.

Proposed measures for sustaining well-being in the context of How’s Life?

The use of a capital approach to measure the sustainability of well-being over time
requires some re-configuration of existing “sustainability” measures as well as the creation
or consolidation of new data sets. Because the resources required to produce well-being are
so wide-ranging, the choice and development of measures will require a focus on the key
indicators able to convey the most important information.

Measures of the four types of capital stocks, and their distribution, should be
considered as “core” indicators that should be prioritised. Each type of capital stock will
need to be measured through a dashboard of indicators, which may include both monetary
and physical measures. Most aspects of capital stocks can be measured at a national scale,
but in some cases (e.g. for natural capital in particular) international, or global level
indicators may also be needed. Presenting stock measures on a per capita basis, where
appropriate, can help to reflect the impact of population changes on capital stocks.
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The distribution of stocks might include their distribution across sectors (e.g. government,
firms, households), between groups (e.g. gender, age, education, income, or rural/urban
groups), and between spatial locations (e.g. different regions of a country). The most relevant
form of disaggregation will depend on the capital stock in question, and where the known risks
for sustaining well-being are thought to lie. For example, in the case of economic capital, it is
recommended that assets and liabilities should be examined separately for governments,
households, financial intermediaries, and non-financial firms (UNECE, 2013). The distribution
of wealth among households has also been highlighted as an important factor (OECD, 2013c).

The goal in measuring capital stocks is to capture the net stock of resources being
passed to future generations - i.e. assets, minus liabilities. In practice, the measurement
focus will sometimes be on assets (such as freshwater resources in natural capital, or
co-operative norms in social capital), and in other cases measures will be more oriented
towards liabilities (e.g. in the case of natural capital, air quality is typically captured by
measures of how polluted the air is).

Beyond indicators that enable “core” capital stocks to be monitored, an additional set
of “policy relevant indicators” can provide information to decision-makers about what
might drive changes in the core set of capital stocks. These include trans-boundary
impacts (e.g. as captured through footprint measures); various capital flows, such as
investment and depreciation; and known risk factors that could threaten the capital stock
in the future (e.g. obesity posing a risk to future health in the case of human capital).
Beyond this, available research on the efficiency of resource use can provide feedback
about whether technological, economic, environmental and social changes are enabling
people to experience greater well-being with fewer resources, or vice versa.

Table 6.2 summarises the types of measures that may be most useful for monitoring
the sustainability of well-being over time within the context of How’s Life?. The selection of
headline measures in each of the four key capital stocks should be guided by research into
the key drivers of well-being over time. Existing proposals for indicator sets (such as the
SNA, SEEA, and TFSD) provide an essential reference.

Table 6.2. Proposed types of measures to monitor the sustainability of well-being over time

Core indicators: Capital stocks and their distribution Other policy-relevant indicators
Headline megsulrg.s of stocks  Measures of the distribution Trans-boundary impacts  Efficiency Capital flows Other risk factors
(assets and liabilities) of stocks
Natural, human, social Among countries. Carbon, water and land ~ Well-being Investment. Specific known
and economic capital. Between different groups | footprints. achievements, relative ~ Depreciation/depletion.  and measurable risks
Physical and/or monetary or sectors within countries. to capital inputs. Emissions/waste. to natural, human, social
measures, potentially reported and economic capital
on a per capita basis. stocks.

Monitored on a local, national,
international or global level.

Table 6.3 outlines the measurement themes so far identified for each of the capital
stocks, and provides examples of the indicators that could be used to monitor them. These
represent a subset of the key measurement themes identified by the TFSD, focusing on
capital stocks for well-being “later” - i.e. for future generations. They have been slightly
adjusted for greater consistency with the SEEA, SNA, and existing OECD work.
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Table 6.3. Suggested measurement themes and example indicators for measuring
the sustainability of well-being over time

Capital Measurement theme Example indicators
Natural Environmental assets Mineral and energy resources
SEEA Central Framework classifications Land
Soil resources
Timber resources
Aquatic resources
Other biological resources
Water resources
Ecosystems, biodiversity Atmospheric CO, concentrations (World Meteorological Organisation)
Sub-themes and indicators to be developed, in line with SEEA ~ State of the ozone layer (concentration of stratospheric ozone)
Experimental Ecosystem Accounts. May include: Land use (FAO; OECD Environmental Outlook), including forest cover
O LRI Species abundance (OECD Environmental Outlook);
0 WL threatened species (OECD Environment data)
* Forests
* Biodiversity
Conditions determining the environmental quality of life Urban exposure to particulate matter (OECD Environmental Outlook)
Water quality
Availability of recreational and green space
Human Economic value of human capital Lifetime Income Approach estimates for select OECD countries (Liu, 2011)
Education Highest educational level attained (OECD Education statistics)
PISA student skills (OECD) and PIAAC adult skills (OECD, forthcoming)
Health Life expectancy at birth (OECD Health data); Healthy life years (Eurostat)
Social Trust Trust in others (European Social Survey; Gallup World Poll)
Institutions/governance The quality of institutions and processes to engage citizens (OECD, to be further developed)
Co-operative norms Shared values and expectations that underpin societal functioning and enable mutually
beneficial co-operation — e.g. tolerance and reciprocity (fo be developed)
Economic  Produced assets Produced assets, including knowledge capital (OECD National Accounts data)
Financial capital (part of non-produced assets) Assets minus liabilities (OECD National Accounts data)

Note: Themes and indicators are a subset of the TFSD well-being “later” measurement themes, adapted here as follows:
i) Measures of natural capital have been reconfigured to reflect the SEEA classifications for environmental assets.
i) The theme “climate” has been understood as atmosphere, which is included in the broader category of “ecosystems”.

iii) The themes “air quality” and “water quality” have been grouped under a new theme: “conditions determining environmental quality

of life”, to which the availability of recreational and green space has been added.
iv) “Co-operative norms” have been added to social capital, following Scrivens and Smith (2013).
u) “Knowledge capital” has been included under “produced assets”, consistent with the SNA.

vi) Some
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OECD-specific data sources are also included under the “example indicators” column.

For some of the themes identified in Table 6.3, relevant national measures already
exist in several OECD countries, and potential data sources are provided in brackets where
relevant. Other measures are still in the process of being implemented - such as
environmental assets under the SEEA; ecosystem measures under the SEEA Experimental
Ecosystem Accounts; and knowledge capital under the SNA. Further work is needed to
develop stock measures of water quality, recreational and green space, institutions, and
co-operative norms - which at present are typically measured through flows or
policy-relevant indicators, such as voter turnout and access to sewage treatment.

Existing measures, and any new measures, will need to be assessed against the quality
criteria outlined in Chapter 1 for the selection of How’s Life? indicators more generally.

A number of the themes and measures suggested in the final column of Table 6.3 are
also being used to monitor current well-being, both in How’s Life? and in other national
initiatives. This reflects the fact that some well-being outcomes, while intrinsically
valuable in their own right, also help to drive or shape other well-being outcomes over
time. The overlap in measures is particularly clear in human and social capital.
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6. MEASURING THE SUSTAINABILITY OF WELL-BEING OVER TIME

The Stiglitz-Sen-Fitoussi Commission (2009) recommended that sustainability should
be measured separately from current well-being, to avoid the conflation of well-being
today with measures that concern future well-being. Yet in some cases, a degree of overlap
among indicators seems unavoidable: factors such as education, health and wealth matter
for well-being in both the short- and the longer-term. Nevertheless, in order to maintain a
conceptual separation as far as possible, current well-being and the capital stocks that help
to sustain well-being over time should be monitored through two distinct dashboards,
presented separately.

Statistical agenda ahead

Much work is still needed to develop a dashboard of comparable indicators that could be
used to monitor the capital stocks relevant to the sustainability of well-being over time. Any
assessments of likely well-being over time are inherently probabilistic, because future
well-being depends on a range of factors (including but not limited to capital stocks), as well
as many risks that are only partially known today. A priority for the future research agenda
will be identifying those “critical” forms of resources that are essential to well-being, and
whose substitutability is limited. In addition it will be paramount to develop, within the four
broad categories of capital used here, a better understanding of where the lower bounds or
critical thresholds for these capital stocks lie. Stocks with known substitution limits are the
most obvious candidates for close monitoring — and this could help to refine and reduce the
data requirements for monitoring sustainability in the fut