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COMMENTARY: Yardsticks needed before policy
can be effective in improving quality of life
RINTARO TAMAKI

Improving the quality of our lives should be the ultimate target of
public policies. But public policies can only deliver if they include
yardsticks that reliably measure the improvements they seek to
produce.

For almost 10 years, the Organization for Economic Cooperation and
Development has been looking beyond the functioning of the
economic system to people's diverse experiences and living
conditions. Accurate measurements of well-being and progress are a
key priority that the OECD is pursuing through research. Its existing
data is already being disseminated via the OECD Better Life Initiative.

The OECD, in cooperation with the Japanese government, on Dec.
5-6 organized the Asia-Pacific Conference on Measuring Well-Being
and Fostering the Progress of Societies.

Similar initiatives have been led by other international organizations,
such as the United Nations, and have been adopted by a number of
countries. In Bhutan, the increase of happiness, which is measured
by continually surveying individuals, was established as a policy goal
in 1972.

In Japan, the new growth strategy, which was adopted by the cabinet
in June 2010, incorporates studies of well-being measures that would
be useful in implementing the policy. Along this line, the Cabinet
Office in December 2011 presented a draft of well-being measures
comprising about 130 elements. It proposed indicators relevant to
three pillars: economic and social conditions, physical and mental
health, and relatedness, as well as sustainability that supports these
pillars for a long time. This proposal is consistent with the concept
provided by the OECD.

Today and tomorrow

Why do we need to measure well-being and progress? Because
gross domestic product figures and other macro-economic statistics
do not paint a clear-enough picture to allow us to correctly ascertain
socioeconomic conditions. The financial and economic crisis of the
past few years has further amplified concerns over the situation. The
prevailing sentiment is that globalization and economic growth have
not benefitted all groups in society. In fact, income inequalities have
widened almost everywhere. Today, 200 million people around the
world are out of work. Creating jobs is vital, but it is not sufficient.

People aspire to live in a society that allows them to thrive and
prosper. They are also concerned about the environment and the
sustainability of natural resources. And their expectations for policies
that address these concerns are rising.

These concerns are morphing into calls for improved and new
statistics that complement GDP and other standard economic
statistics that mainly focus on measuring the volume of market activity
and related macro-economic situation. Developing indicators that can
have a more direct bearing on people's lives is needed.

An analytical framework that the OECD developed is based on a 2009
report compiled by Prof. Joseph Stiglitz of Columbia University.

It can be categorized into three distinct areas: material living
conditions, quality of life and sustainability, each connected with their
relevant dimensions. In terms of its scope, the approach shown in the
above chart distinguishes between well-being today and well-being
tomorrow.

Self-evaluations

As for well-being today, it identifies a number of dimensions that
pertain to either material living conditions or quality of life. As for
well-being tomorrow, it identifies different kinds of assets that have to
be preserved to secure the well-being of future generations.

In considering these three categories, the following features need to
be noted:

First, the OECD emphasizes households and individuals rather than
aggregate economic conditions. This is because there may be
discrepancies between the economywide situation and people's
well-being.

Second, the OECD concentrates on well-being outcomes, as
opposed to well-being drivers, measured by inputs of economic
resources or outputs of goods and services, because outcomes may
be imperfectly correlated with inputs or outputs. For example, health
expenditures, which are related to medical service inputs, may be a
poor predictor of health status if the healthcare system is inefficient.
The number of surgical interventions performed, medical service
outputs, may say little about people's health.

Third, the OECD looks at how well-being is distributed over a wide
cross section of individuals. This is especially important when there
are disparities in achievements across segments of the population
and when these disparities are correlated across dimensions. For
example, the likelihood of earning a low income may be correlated
with low educational achievement, poor health status or poor housing.

And finally, the OECD considers both objective and subjective
aspects of well-being. Objective components are essential in
assessing people's living conditions and quality of life, but information
on how people evaluate and feel about their lives is also important for
capturing the psychological aspects (e.g. feelings of insecurity) and
for understanding the relationship between objective and subjective
components of well-being.

Upside down

How's life in Japan? Japan performs favorably in most objective
measures of well-being and ranks close to the average or higher in
several dimensions.

Income in Japan exceeds the OECD average. Many measures
related to employment are also favorable. For example, nearly 70% of
people aged 15-64 in Japan have a paid job. Having a good education
is an important requisite to finding a job. In Japan, 87% of adults aged
25-64 have earned the equivalent of a high-school diploma, one of the
highest rates in the OECD.

Japan is also a top performer in terms of the quality of its education
system. The average student scored 520 out of 600 in reading ability
in the latest Program for International Student Assessment. This is
higher than the OECD average.

In terms of health, although the level of atmospheric particulate is
higher than levels found in most OECD countries, life expectancy at
birth in Japan is 82.7 years, the highest rate in the OECD. Concerning
the public sphere, even though voter turnout is lower than the OECD
average, there is a strong sense of community.

But the readings get turned upside-down when subjective measures
are looked at. When asked about overall satisfaction, 40% of the
people in Japan say they are satisfied with their life, below the OECD
average of 59%.

Rare, valuable case

Developing better statistics is not an end in itself. It is a means to
enhance policies that improve well-being and therefore foster societal
progress. Our goals - solutions to our economic and social problems -
determine what we have to measure. After we develop our yardsticks,
our next step is to consider how they can best be used to inform policy
design and decision-making.

In the case of Japan, there is a gap between favorable objective
measures and the low level of subjective satisfaction. The gap
apparently represents economic and societal problems. There is a
possibility that the country's lack of leisure time, widened inequality,
isolation and concern about the future, etc. have reduced the level of
subjective satisfaction.

Understanding the effects of and how to resolve particular problems
will be important in considering a policy agenda. In this sense, the
draft of well-being measures proposed by the Cabinet Office
represents its will to tackle well-being issues with policy. We expect
useful results.

At the same time, the OECD will consider Japan as a rare and
valuable case among developed countries and study its
objective-subjective gap with a view to developing new well-being
measures and proposing political measures to Japan as well as to the
global society.

Rintaro Tamaki is deputy secretary-general of the Organization for
Economic Cooperation and Development.



