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The Index of Economic Well-Being 
- 1984 - 2006
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Origin – a seemingly simple question:
"Are you better off today than you were 
four years ago?"
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Components of:
Index of Economic Well-Being (IEWB)
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2006: 
‘Are “you” better off ?’
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2006: Real Issue in Social Indicators
‘Is the community “better off” ?’
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What is the point of Index construction?
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Heterogeneity in Values
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What is Well-Being ?
What is Economic Well-Being?
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Human Well-being
- includes well-being from much more than economics 

(e.g. personal freedoms, relationships, spiritual & intellectual
discovery)
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Economic Well-being < Well-being
- but some aspects of well-being depend on 
tradeoffs in scarce resources – ‘economic’

������	�


1���20�	�&

���%���&�'%�(��������
����
��������������	
����
������������)$�������*+
%�
����
�+����,-

������

������

��!���

�� ���

������

������

������

������

#
�	
��
$

��
��
��





��
�	
�

��
��
$�

'
��
���
�	�

#
�	
��
$

%
	�
&$
��




(��
��

-
��
�
��
�

)�
��
��



)	
��
��
$

+
��


��

*
��
�
��
�

�

�$
��

,�
�&
	�
�

+
��
��
���
�$
�

3�4��
��
���
(�$�5
��
������	�
1���20�	�&6
�����

1�	&��	�&6
��"�

7�������&�
7�	��
����&�6
��"�2!���

������.
/�0��
��



)

Economic Well-being and GDP
marketed $ output < total goods & services 
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“Social regrettables”
– part of GDP, but not well-being
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GDP per capita 
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reported happiness � nil
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Average Consumption Flows $ 
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Wealth Stocks, Sustainability and 
Intergenerational Bequest $
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Income Distribution Index
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Universal Declaration of Human 
Rights - 1948 

� [25] “Everyone has the right to a standard of 
living adequate for the health and  well 
being of himself and of his family, including 
food, clothing, housing and medical care 
and necessary social services, and the right 
to security in the event of unemployment, 
sickness, disability, widowhood, old age or 
other lack of livelihood in circumstances 
beyond his control.”
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“Economic Security”
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“Economic Security”

� &��0	
�	�
��	 ��	�
	������
�����
� &��0	
�	������
�����	7	�5�����
����
��T������
�����6

� '����
���	&��0	
�	�������
� ������(���� 	�������	�� �
��	��������	��	�����	
�	
 ���
��(��	��

��

� &��0	
�	���"��	������	�
�����
� ���
�
�	����	�	�
�����	����	�	�
�����	"��	
�	���"��	�������

� &��0	
�	�
�����	��	
� 	�"�
� 
���
�	�	 ����	
�	�� ����	5:-Q6	�
�����

� ��
�����	���0�	2��"��� 	(�	��������	�
������
�	��D�



�"

Security from Unemployment
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Does it matter?
How different is trend in IEWB & GDP?
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Figure 2a: The Index of Economic Well Being and its Components in the United 
Kingdom, 1980-2001
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Policy Implications ?
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The role of the natural environment
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Physical Investment

+������


���	���
7��$���$


���	���

*-7

�1,

Human and Social Capabilities

+������
���	���

*-7

=����
��$
���	��


����0	�	�	��

7��$���$


���	���

�1,



��

The role of knowledge/skills
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The role of networks/social norms
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Close ties between human and social capital
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The role of institutions
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In both 1984 & 2006 
– why do we care if indicator goes ‘up’ ?
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