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How can well-being be compared across countries?

The countries in northern Europe have a reputation for being the happiest countries in the world. In 2017, the World Happiness
Report published by the United Nations ranked Norway as the happiest country on the planet, dethroning another Nordic
country, Denmark, which had headed the ranking since 2012, the first year the report was published.
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The third chart, taken from the article by Jones and Klenow, shows that, in spite of the Western European countries analysed?
having, on average, a GDP per capita of around 67% of the US, once the greater leisure time, longer life expectancy and lower
levels of insecurity enjoyed by these countries are taken into account, the gap with the US narrows to the point that the well-
being of European countries is just 15% lower than the US. The article also states that the level of well-being of developing
countries is worse than would be suggested by their GDP per capita as a consequence of their shorter life expectancy, lower
consumption and greater inequality.

In spite of the advances made by this article in measuring well-being, it should be noted that the index proposed by Jones and
Klenow assumes that all countries value the same aspects in terms of happiness, a hypothesis which, as has been mentioned
above, does not actually reflect reality. As the authors themselves admit, their proposed measurement of well-being does not

1. «<Hygge» is a Danish adjective associated with personal well-being created via the small things in life, such as the cosiness of a home and looking after yourself and
others.

2. Data for the period 2014-2016.

3. See Exton, C., Smith, C. and Vandendriessche, D. (2015), «<Comparing Happiness Across the World. Does Culture Matter?», OECD Statistics Directorate Working Paper
No. 62.

4.See Jones, C. 1. and Klenow, P. J. (2016), <Beyond GDP? Welfare across Countries and Time», American Economic Review, vol. 106(9), p. 2426-2457.

5.The article includes the UK, France, Italy and Spain.
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take other factors into account which also contribute
to people’s happiness, such as the quality of the
environment, homicide rate, political freedom and
intergenerational altruism.

The OECD’s Better Life Index is another notable
initiative as it broadens the range of factors taken
into account. The index covers 11 relevant aspects
that affect well-being: housing, income, jobs,
community, education, environment, civic
engagement, health, life satisfaction, safety and
work-life balance.
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Just how important is each factor for our happiness?
Ideally, since happiness is not a single measurement,
the relative weight of each factor should be calculated
based on a representative survey that estimates
the most important determinants of well-being
for each society. Academic literature suggests that
determinants of well-being are not necessary equally
important across countries. For instance, Alesina et al.
estimated that inequality has a larger negative effect
on well-being in Europe than in the US.®
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Aware of this limitation, the OECD provides a tool that

compares the relative weights of the 11 factors that make up its i
weights, Nordic countries tend to remain at the top of the ran
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Note: * Well-being measured in terms of equivalent consumption which includes, as determinants,
consumption, leisure, mortality rates and inequality.

Source: Jones, C. | and Klenow, P. J. (2016), «Beyond GDP? Welfare across Countries and Time»,
American Economic Review, vol. 106(9), p. 2426-2457.

Environmental
quality

MR

37

Well-being in Spain

Subjective
well-being

Income
and wealth

v

Personal
security

Jobs and
earnings

Household income

-
Inl
-

ﬁ Housing

Social
ctions

Work-life
balance

=
3
3
=
2
2
=
=

Education
and skills

@ Health status

OECD average

Spain

points furthest away from the centre of the chart are relatively strong in these areas.
aixaBank Research, based on data from the OECD.

ndex. A simple exercise shows us that, irrespective of the relative
king while changes in these relative weights result in changes

For instance, if the relative weight of the 11 indicators is the
same, Norway heads the index ranking, the US is 9th and Spain
19th. However, if we put health, education and the work-life
balance as the most important factors, namely those factors
considered to be the most important by index users in Spain
and also in the US and Norway,” Denmark would lead the
ranking (followed by Norway), the US would fall to 13th and
Spain would remain 19th.

Inconclusion, although there are drawbacks to allmeasurements
of well-being, the Nordic countries tend to rank better in all of
them, reminding us that we should still look to them as a
benchmark.

Anna Campos
Macroeconomics Unit, Strategic Planning
and Research Department, CaixaBank

6. See Alesina, A., Di Tella, R. and MacCulloch, R. (2004), «Inequality and Happiness: Are Europeans and Americans Different?», Journal of Public Economics, p. 2009-2042.
7. These findings are based on the answers given by 3,200 people visiting the Spanish Better Life Index website, 1,600 visitors to the Norwegian website and 18,200
visitors to the US website. They are therefore merely indicative and do not represent the whole population.
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