
New Approaches to Economic Challenges [B1]
New approaches to analysing multi-dimensional 
well-being: trade-offs and synergies

Theme of The projecT

Achieving higher economic growth is a means 
rather than an end in itself…

The financial crisis of 2008 precipitated a glob-
al economic crisis and lengthy periods of re-
cession across the OECD. A number of factors 
led to the crisis. Significant global capital flow 
imbalances added to asset price instability. Es-
pecially the growing funds of institutional in-
vestors contributed global imbalances and the 
shadow banking industry helped to transform 
these flows into a housing bubble. This was 
alleviated by substantial moral hazard on part 
of many actors (such as credit rating agencies, 
risk-taking investment banks and short-term 
investors) and by institutional failures of weak 
regulatory policy. 

…as growth without progress in well-being and 
improvement in living standards is not sustain-
able

Policies that deliver growth but do not improve 
the well-being of the majority of members in 
a society will not be sustainable over the long 
term in both political and economic terms. For 
example, the lack of improvement in well-be-
ing outcomes for the median person may have 
contributed to the crisis through higher con-
sumption, higher debt, vulnerability and finan-
cial instability. 

resulTs of The work sTream

Assessing the policy determinants of various 
well-being dimensions

The core of this project is to estimate well-be-
ing functions for different dimensions of the 
Better Life Initiative. Some of these dimensions 
are modelled as a function of the other out-
comes and of important contextual (and proxy) 
variables (such as the rate of GDP growth). The 
analysis is conducted at the level of both ag-
gregate well-being outcomes for different 
countries (cross-sectional and over-time) and 

for measures of inequalities in the distribution 
of these outcomes across the population. 

Discussing policy trade-offs

Policy trade-offs may exist between several di-
mensions of well-being and require to measure 
gains in well-being in a common (monetary) 
scale to evaluate the optimal policy packag-
es for promoting Inclusive Growth. The mon-
etisation of non-material dimensions, such as 
health or employment, will be completed us-
ing various methodologies. 

Identifying the main drivers of well-being

Another aspect linked to the monetisation of 
well-being dimensions is to identify the most 
important drivers of Inclusive Growth over 
both the long and short run. For instance, pre-
liminary results show that progress in longevi-
ty is at least as important as growth of house-
hold income from a well-being perspective.

New approaches 

Changing the conversation: putting Inclusive 
Growth at the core of policy discussions

The project helps moving Inclusive Growth to 
the centre of the policy radar, by measuring 
people’s preferences between various life do-
mains that correspond to specific areas of pol-
icy intervention (e.g. education, jobs, health, 
and others). Taking stock of the methodolog-
ical framework and policy discussion described 
in the OECD (2014) report “All on Board: Making 
Inclusive Growth Happen”, these measures may 
inform policy by suggesting, along with other 
criteria, what are the key issues in a country 
and the related priorities for action. At a later 
stage, these measures will also enable analysis 
to identify and quantify the impact of differ-
ent policies on multidimensional living stand-
ards for distinct population groups, which will 
in turn allow for policies to be judged on the 
extent to which they can contribute to making 
growth more inclusive.  

polIcY ImplIcaTIoNs

Shaping an Inclusive Growth agenda

Revising economic policy from the 
perspective of maximising Inclu-
sive Growth rather than productivity 
growth raises several important issues: 
i) the existence of trade-offs between 
several dimensions of well-being (e.g. 
increasing tax wedge can reduce in-
come inequalities but at the same time 
slow down economic growth); ii) trade-
offs and optimal policies may differ 
across population groups; iii) local in-
stitutions and policies may have some 
influence on the set of optimal poli-
cies. The set of inclusive growth meas-
urements and indicators is ultimately a 
key tool to be used in assessing all are-
as of economic policy research and ad-
vice in light of these three issues. The 
project intends to provide an integrat-
ed policy agenda that would improve 
the framework presented in the OECD 
(2015) report “All on Board: Making In-
clusive Growth Happen in China”.
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Assessing well-being policies will highlight 
political feasibility 

Another aspect linked to well-being pol-
icies is political feasibility. Policies that 
aim to improve economic efficiency but 
significantly reduce people (subjective) 
well-being may not be feasible from a po-
litical perspective. The project sheds light 
on the acceptance of policy reforms from 
the people’s perspective by looking at the 
subjective well-being cost of reforms.


