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 The Good Life
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 The Good Life
MEASURING THE ESSENCE OF

The search continues for a better gauge of prosperity than GDP alone
Daniel Benjamin, Kristen Cooper, Ori Heffetz, and Miles Kimball

Gross domestic product (GDP), which mea-
sures the total output of goods and services 
in an economy, has flaws when used to 
gauge the well-being of a nation’s residents. 

For example, to the question of whether people in 
the United States are better-off in 2021 than they 
were before the COVID-19 pandemic, the answer 
would be yes, slightly, if per capita GDP is the 
yardstick. That’s because real (inflation-adjusted) per 
capita GDP rose from $58,333 in the fourth quarter 
of 2019 to $58,454 in the second quarter of 2021. 

But that affirmative answer is likely to ring hollow 
to many. The United States does not appear better-off. 
It experienced a fourth wave of COVID-19 infec-
tions in late 2021 that left thousands dead. Many 
businesses are still shuttered, and millions remain 
unemployed. The country is deeply divided socially 
and politically. GDP captures neither the enormous 
human costs of the pandemic, nor the nation’s social 
and emotional disruptions.  

The recognition that GDP cannot encompass 
many dimensions of well-being has prompted efforts 
to develop measures that reflect a more complete 
account of what people care about. The idea is not 
to give up on GDP—nor to replace it with some 
other one-dimensional measure, such as self-reported 
life satisfaction, which, like GDP, gives only a 

partial and hence potentially misleading picture. 
Instead, a measure that captures many dimensions 
of national well-being and complements GDP is 
needed. Fleurbaey and Blanchet (2013) provide an 
overview of this idea as well as many other so-called 
Beyond GDP proposals and initiatives.

In this article, we discuss the Human Development 
Index (HDI), an alternate measure of well-being that 
has been influential in developing economies. We 
then turn to our proposed approach to measuring 
national well-being, which is based on aggregating 
people’s survey responses about many dimensions 
of their welfare. 

The Human Development Index
The HDI’s roots are in the capabilities approach 
to well-being advanced by Amartya Sen (1985). 
Capabilities are the features of individuals and 
their state of life that determine the activities and 
internal experiences a person can effectively choose. 
The approach puts a direct value on freedom in 
the practical sense of what an individual can do. 
Martha Nussbaum (2011) elaborated on Sen’s 
idea by offering a concrete list of core capabili-
ties—including life span, health, freedom from 
violence and constraint, imagination and thought, 
emotions, freedom to chart one’s own course in 
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life, good social relationships, the natural world, 
play, political participation, and property rights. 

The HDI transforms several dimensions of 
well-being into a single yearly index to rate a coun-
try’s performance. Sen was leery of aggregating 
measures of different capabilities. But when poli-
cymaking requires trade-offs, judging whether one 
policy is better than the alternatives requires an 
index. Moreover, having a single number makes 
it difficult for government officials to cherry-pick 
whichever statistic makes things look rosiest. 
Creating an index requires weighting the capa-
bilities relative to one another. 

For GDP, prices provide the weights for the goods 
and services it includes. But because GDP relies on 
market transaction data, it fails to include things 
human beings care about that do not run through 
the market—such as leisure time, relationships 
with family and friends, and emotional experiences 
such as anxiety and sense of purpose. Moreover, 
although prices may represent the relative impor-
tance of different market goods and services to the 
well-being of an individual or household, they do 
not countenance the possibility that a dollar spent 
by a family in poverty might do more for national 
well-being than one spent by a billionaire’s family.

Constructing the HDI
On its website, the United Nations Development 
Programme (UNDP) describes the HDI as “created 
to emphasize that people and their capabilities 
should be the ultimate criteria for assessing the 
development of a country, not economic growth 
alone.” But after those lofty words, the description 
turns to technical detail: “HDI is a summary mea-
sure of average achievement in key dimensions of 
human development: a long and healthy life, being 
knowledgeable, and having a decent standard of 
living. The HDI is the geometric mean of nor-
malized indices for each of the three dimensions.” 

The technical details determine how the UNDP 
puts into practice its lofty goal: which dimensions 
of well-being (or capabilities) the HDI tracks, what 
it leaves out, and what relative importance it gives to 

the things it does track. For example, according to 
the geometric mean used by the HDI, a percentage 
change in HDI is the equally weighted average of 
the percentage changes of its components.

The HDI is surely the best-known practical appli-
cation of Sen’s capabilities approach. It provides a 
single, simple number that both summarizes the 
state of a country at a point in time and is easy to 
construct and explain.  

Getting to less arbitrary
Still, although it captures more dimensions of 
well-being than GDP does, the HDI is arbi-
trary in its choice of what to include and how to 
weight what it does cover. The goal of an enhanced 
well-being index is to include many more than 
three dimensions of well-being and to weight them 
based on the values of the people in the country. 

A major reason the HDI focuses on longevity, 
education, and income is that when the index was 
introduced in 1990, these important dimensions 
of a good life were among the few variables being 
widely measured across countries in a reasonably 
comparable way. Unavailability of data has simi-
larly constrained the reach of other Beyond GDP 
initiatives—such as the Genuine Progress Indicator 
and the Organisation for Economic Co-operation 
and Development’s (OECD’s) Better Life Index. 
But lack of current data should not constrain our 
vision of what a good index should look like.

Some Beyond GDP initiatives have gotten 
around these data constraints by using surveys, 
which can be conducted relatively cheaply around 
the world in real time. Indeed, real time is cru-
cial to policymaking. For example, how the HDI 
performed during the pandemic is still unknown 
because, at the time of this writing, the latest 
numbers available are for 2019.

Some researchers have proposed using 
single-question survey measures of happiness or 
life satisfaction. However, research, including some 
of our own with Alex Rees-Jones of the University of 
Pennsylvania, suggests that answers to these survey 
questions do not capture the full range of what people 

Because GDP relies on market transaction data,  
it fails to include things human beings care about 
that do not run through the market.
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care about when they make choices. Partly to address 
this shortcoming, other Beyond GDP initiatives, 
such as those of the OECD and the UK Office of 
National Statistics, ask additional survey questions 
to measure dimensions of well-being other than 
happiness or life satisfaction. But multiple survey 
questions reintroduce the question of how to weight 
the dimensions of well-being relative to one another. 

Our research makes clear the importance 
including multiple components in a measure 
of national well-being and the importance of 
getting the weighting right. Those issues are at 
the core of our efforts to construct a theoreti-
cally sound well-being index. The weights we 
recommend are relative marginal utilities— 
traditionally defined as the additional satisfaction 
an individual realizes from one more unit of a good 
or service, but in this case from one more unit of 
an aspect of well-being. We propose to estimate 
marginal utilities based on stated preferences in 
specially designed surveys, described below. 

Some older results illustrate our approach, which 
we are still developing. In Benjamin, Heffetz, 
Kimball, and Szembrot (2014) we asked survey 
questions about 136 aspects of well-being—a list 
that aimed to comprehensively reflect all proposed 
aspects of well-being. (An actual index should 
comprise fewer aspects of well-being and avoid, or 
adjust for, conceptual overlaps.) The table shows esti-
mated weights based on policy choices—described 
as “national policy questions that you and everyone 
else in your nation vote on.” Respondents chose 
between pairs of hypothetical policies, which 
involved trade-offs between aspects of well-being. 
Our statistical procedure inferred weights for the 
aspects of well-being based on respondents’ choices, 
so that an aspect of well-being is assigned higher 
weight if it has a bigger impact on the policy respon-
dents preferred. Because of space constraints, the 
table illustrates the results using 18 of the 136 aspects 
of well-being: the three with the highest weights, 
other interesting aspects in the top 10, every aspect 
that seems closely related to HDI components, other 
aspects for which data are widely collected, and an 
aspect on the natural environment. We normalize 
the weight on the top aspect—freedom from cor-
ruption, injustice, and abuse of power—to 1.00.

Although many things could be said about the 
table, we limit ourselves to three points. 
• Many of the top aspects are clearly capabilities in 

Sen’s sense, including the first one, which does not 

guarantee a good life, but helps make one possible.
• A number of important aspects of well-being—

with weights of at least 75 percent of the top 
aspect—are missing from many measures of 
national well-being, such as the HDI. 

• The weights for many aspects of well-being that 
have received much attention are well below the 
weights for those at the top. For example, “people 
not feeling anxious”—one of four aspects collected 
in large samples of individuals by the UK Office 
of National Statistics—is weighted less than a 
quarter of the top aspect. For those relevant to 
the HDI, “people’s health” and “people’s financial 
security” have almost three-quarters the weight of 
the top aspect, but others—knowledge, skills, and 
access to information; understanding the world; 
long lives; and average income—have weights no 
higher than 54 percent of the top aspect. 

HEALTH AND WELL-BEING

Quantifying well-being
A personal well-being index is based on aspects of an individual’s welfare, each of which 
is assigned a weight based on surveys that determine people’s values and priorities.

Aspect Weight

Freedom from corruption, injustice, and abuse of power in your nation  
(normalized to 1.00)

1.00

People having many options and possibilities in their lives and the freedom to choose 
among them

0.90

People being good, moral people and living according to their personal values 0.90

People’s sense that they are making a difference, actively contributing to the well-being of 
other people, and making the world a better place 

0.82

People’s freedom from being lied to, deceived, or betrayed  0.77

Society helping the poor and others who struggle 0.77

People’s health 0.74

Freedom of speech and people’s ability to take part in the political process and  
community life    

0.74

People’s financial security 0.72

The extent to which people feel the things they do in their lives are worthwhile 0.62

How happy people feel 0.59

The condition of animals, nature, and the environment in the world 0.56

People’s knowledge, skills, and access to information 0.54

People’s chances to live long lives 0.49

How satisfied people are with their lives 0.46

The average income of people in your nation 0.44

People feeling that they understand the world and the things going on around them  0.38

People not feeling anxious 0.23

Source: Benjamin, Heffetz, Kimball, and Szembrot (2014).
Note: The weights are derived from surveys of stated preference on 131 aspects of public 
policy. The weight on the top aspect is normalized to 1.00.
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Using stated preference 
To construct personal well-being indices—which are 
aggregated to develop a national well-being index—
our approach involves asking two types of survey 
questions about the aspects of well-being: ratings 
and trade-offs. In a rating question, respondents 
move a slider from 0 to 100 to indicate their level 
of an aspect of well-being over the past year. In 
a trade-off question, respondents choose between 
two options. In each trade-off option, the level 
of one or more aspects of well-being is slightly 
higher or slightly lower than the reported level in 
the rating question. In the illustration above, the 
choices between national policies are examples of 
trade-off questions.

In Benjamin, Heffetz, Kimball, and Szembrot 
(2014) we argue that for an individual, a well-being 
index can be constructed similarly to the way con-
sumption is measured in the national accounts 
that are used in calculating GDP. Consumption 
calculations rely on quantities and prices. To com-
pute a well-being index, reported levels of aspects of 
well-being from the rating questions are substituted 
for quantities, while the weights reported in the table 
are used in place of prices. The weights—derived 
from the trade-off questions that reveal the choices 
people make between aspects of well-being— 
represent people’s values and priorities. 

In Benjamin, Cooper, Heffetz, and Kimball 
(2017) we lay out how much remains to be done 
to develop a full national well-being index that is 
consistent with modern welfare theory in econom-
ics. Here are three areas in which we have made 
the most progress to date. 

First, large differences in how different people 
use any given scale for measuring their well-being 
make well-being measures seem subjective. We 
developed what we call “calibration questions” 
to test for systematic differences in people’s scale 
use—for example, some people use the whole scale, 
from 0 to 100, and others use only 50 to 100. We 
can use calibration ratings to correct for some such 
scale-use differences—both across individuals and 
even potentially across time for the same individual. 

Second, we hypothesize that the trade-offs people 
make between different aspects of well-being are 

likely to differ according to demographics—such 
as age and education—and how well-off people are 
overall. We can use such systematic tendencies to 
create reasonable weights without needing a huge 
amount of data to estimate each individual’s weights. 

Third, we propose that the index take into 
account inequality—not just in income or wealth, 
but in personal well-being. We do not assume that 
an index of personal well-being can be simply 
added up across people to get a national index. That 
would imply, for example, that national well-being 
is at the same level whether everyone is at 50 or 
half the people are at 10 and half are at 90. If as 
a society we judge the more equal situation to be 
better, that society has some degree of aversion to 
well-being inequality, which requires employing 
a level of inequality aversion to transform the 
personal well-being indices before totaling them 
to obtain a national index. 

“What gets measured, gets treasured” is an 
important maxim. In the well-being sphere, this 
means policymakers and development practitioners 
should carefully consider which metrics they mon-
itor. Perhaps equally important, though, is properly 
weighting them. We can add a new adage: “What 
we give weight to, we value.” 
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Policymakers and development practitioners should 
carefully consider which metrics they monitor.




