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Executive summary

Introduction

Measurement of wellbeing is critical to public policy and to the basic economic problem of how to
allocate scarce resources between competing ends. Subjective wellbeing (SWB) is an umbrella term
for a variety of measures by which people evaluate their wellbeing (or quality of life). Through
surveys SWB has been collected in Australia and overseas for many years. These surveys have
spurned significant research into wellbeing and there is growing acceptance that SWB measures
provide important and policy relevant information not captured in traditional measures. In other
jurisdictions — most notably the UK — there has been substantial recent investment in developing
and applying SWB measures.

This paper provides a background on SWB and provides guidelines for how SWB measures may be
used in public policy.

Background

There is no single unifying theory as to what constitutes wellbeing. However, there is general
consensus that wellbeing encompasses a number of separate dimensions that include short-term
emotional responses (positive responses such as joy and negative responses such as sadness) and
longer term feelings of satistaction and contentment. Although the terms are often used
interchangeably, wellbeing, and what SWB measures, is broader than ‘happiness’, which is more
commonly considered a fleeting emotion.

Accordingly, SWB is measured in a number of ways. The most common approach is by asking
people how satisfied they are with their life and/or how satisfied they are with patticular domains
(e.g. heath, work, relationships). Other approaches involve focusing on emotions that they have felt
(such as last month or even over the course of a day). In recent decades SWB data has been
captured in large surveys including longitudinal studies that allow researchers to control for fixed
(e.g. personality) effects.

SWB measures appear to be reliable and valid measures. For example, they appear to show good
consistency and have been shown to correlate as expected with objective measures (e.g. health
status, suicide etc) and other independent subjective assessments. Nevertheless, some caution is
required in its measurement and application as there are practical measurement challenges and
debates as to how responses are to be interpreted.

Findings from SWB research

There are many factors that affect wellbeing and it is difficult to isolate causation and correlation.
However, by employing multivariate analysis on large datasets, researchers have in recent decades
made significant progress in providing insights into the determinants of wellbeing. Although the
research on SWB is still developing, general consensus is emerging on a number of key aspects.
Much of the variation in SWB can be explained by genetics and upbringing. However there are
many other important factors (e.g. health and relationships; see Table S1 on page x).

From this research there are a number of key policy relevant findings. These include:

*  Low wellbeing: Most people are on the whole happy with their lives and people appear to adapt
to different environments and events; however there are some groups/situations (e.g. carers,
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the unemployed) who report abnormally low SWB. Furthermore SWB research can help to
identify what type of support may make a difference.

e Forecasting errors: People appear to be poor at forecasting their wellbeing in different situations
(e.g. in different health states, when commuting). This has a number of implications for
government resource allocation that is based on preferences. Governments may use SWB
insights to improve individual choices through provision of information and/or by influencing
(‘nudging’) people to make better choices.

o Guowvernance and regulation: Trust in public institutions is significantly correlated with SWB. SWB
is also positively correlated with legal security and property rights and freedom from excessive
regulation.

e Relative concerns: There is strong evidence that individuals care strongly about their situation
relative to others, including that relative income may be more important than absolute income.
Such concerns have implications for the value of alternative investments.

e Social externalities. There is clear evidence that SWB is strongly correlated with a number of
other social factors including personal relationships and trust in others. These may reflect
externalities of interest to government policy.

Using SWB measures in policy

A summary of how SWB may be applied for public policy is captured in the schematic below. SWB
measures have important features and a number of key uses in policy that can be applied at various
stages across the policy cycle. Application of SWB measures may involve leveraging existing
research and sutveys and/or commissioning new sutveys. In applying SWB measures there are a
number of theoretical and practical considerations. The decision to use SWB will depend on their
relative advantage over other measures which will depend on circumstance.

Figure S1: Using SWB for public policy

1. SWB measures have a number of 3...with application across stages
important features... of the policy cycle

» Adirect measure of wellbeing that captures
many influences

* A common metric - facilitates comparison

» A measure of experience not preference

policy instruments

2...and anumber of key policy uses implementatisn

+ Asa progress or performance measure for
evaluating policies and programs.

* As a basis of valuing or ranking outcomes.

* Asa basis for wellbeing research to inform
and guide policy and programs.

5....and in doing so there are a number of

4. Application may involve using existing research theoretical and practical considerations

and surveys or commissioning new surveys...

* Risks: Arapidly developing field with no
unifying theory

¢ Measurementissues

¢ Cost/time of undertaking surveys

* Leverage existing research
* Analysis of established data sources
* Commissioned surveys
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The features of SWB measures

SWB measures may fill a gap not covered by more traditional measures such as social indicators
and conventional economic measures. A key attraction of SWB measures is that they attempt to
directly measure wellbeing. As such they can be used to identify when wellbeing is low, how
improvements may be achieved and evaluate initiatives in terms of changes to wellbeing. Being a
measure that captures many influences, SWB can be used in a broad range of situations and
analysed to reveal new insights in the determinants of wellbeing. SWB can be used as a common
metric for comparing the impact of different policies and programs.

SWB measures may be used to complement or replace social indicators when it is difficult to
measure outcomes (e.g. the impact of support programs) and/or weight the significance of
different outcomes (e.g. importance of trust). SWB measures may provide an important alternative
to price based measures when appropriate markets do not exist (e.g. for non-market valuation),
where consumer choice is limited (e.g. where there is monopoly service provision by governments)
or where consumers may have difficulties in making choices.

SWB may also be of interest to governments (and non-government parties) because individual
wellbeing is a driver (predictor) of other factors of interest.

Broad uses of SWB in public policy

There are three broad ways in which SWB measures may be used in public policy processes.

1. As a general progress measure or a performance measure for evaluating policies and programs.

Compared with other results indicators, SWB measures are a more direct measure of wellbeing
and may be preferable particularly when other indicators may have ambiguous benefit. In
some situations, SWB may also be a quicker and easier measure to use. In addition to being
used directly, research on SWB may be the basis for identifying and applying weight to
objective indicators used in evaluation.

2. As a basis of valuing or ranking outcomes.
For example, SWB measures can be used as a common metric basis for:
(a) an experienced based approach to valuing non-market goods and services

(b) determining the relative significance of other indicators of interest

(c) comparing the relative effectiveness of different programs.

3. A basis for wellbeing research to inform and guide policies and programs.
For example, research on SWB may be used to:
—  Identify issues: For example, identify situations of low wellbeing
—  Analyse issues: For example, identify underlying causes of low wellbeing
—  Assess policies: For example, identify opportunities and risks associated with policies

— Inform choices that are influenced by government.

These uses of SWB measures broadly align to different stages of the policy cycle; however there are
applications of the uses across the policy cycle (see Table S2). For example, using SWB measures to
provide insights into wellbeing is relevant at most stages.

Page viii SWB and Policy
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Applying SWB measures

Application of SWB measures may involve leveraging existing research and surveys or new surveys.
An important useful resource is the large, and rapidly growing, research literature that is based on
analysis of SWB measures from Australian and international data sources.

In Australia there are a number of established surveys that capture SWB that may be used (see
Appendix 1). These include longitudinal and cross-sectional surveys of the general population and
specific population groups (including youth and the Indigenous). Commissioned surveys may be
preferred for the analysis of small groups, root cause analysis and policy and program evaluation.
Such surveys may leverage (e.g. use a similar question set) or complement existing survey sources.

Theoretical and practical considerations

In using SWB measures, there are a number of considerations.

*  The research on wellbeing is a rapidly developing field; while there are some very clear
conclusions, there is some uncertainty as to the influence of some factors. There is a risk that
SWB measures are used to justify pre-determined views rather than inform and guide policy.
For this reason, it is preferable that consideration of SWB be used eatly in the policy process.

*  There are a number of methodological challenges in collecting and analysing SWB. While this
can be true with any measure, there are some particular considerations when using SWB
measures. For example, being subjective, SWB responses may be influenced by the context,
question order, question wording and interview mode; due to the broad range of influences on
SWB, multivariate analysis may be required to isolate the impact of factors of interest.

e There are (as with other measures) limitations to existing data sources and costs to be
considered in conducting analysis and designing and commissioning additional surveys.

Conclusions and recommendations

The relevance of SWB measures will vary by use and circumstance. It is likely that SWB will
complement rather than replace existing measures. It is appropriate that SWB be considered as a
progress measure at all levels of government. The insights from SWB research are also likely to be
of some relevance to all government agencies with programs and services that are aimed at directly
affecting individual wellbeing. SWB measures are likely to be particularly useful in a number of
situations; for example in identifying and analysing issues associated with vulnerable people who
have abnormally low wellbeing.

For program evaluation the usefulness of SWB measures will vary. For example, as SWB is an
immediate measure of a person’s wellbeing it is unlikely to be useful in evaluating programs that
have long-term health benefits (e.g. preventative smoking programs).

It is appropriate that each government agency evaluate its own needs as the relevance and
importance of SWB measures will vary by use and circumstance. Useful first steps atre to review the
implications of existing research and review information and analysis strategies for use of SWB.

There is also a need for some coordination across government agencies and with other
jurisdictions, for example for:

¢ Coordination and standardisation of SWB measurement.

*  Development of standards for analysis and assessment to enable inter-agency comparison.

*  Development of common tools and resources.

SWB and Policy Page ix
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Table S1: A selected summary of findings from SWB research by area

Area ‘ Findings ‘

Income The relationship between income and SWB is complex. Although SWB increases with
greater income, the significance of income varies greatly based on situation. For some
groups, a lack of financial resources is a significant barrier to higher SWB. For many,
absolute income may be of less importance than relative income. There is mixed evidence
on the impact of income inequality on SWB.

Education The relationship between SWB and education is difficult to isolate. There is some but
mixed evidence to suggest that education improves SWB but this affect may be through
health.

Health Evidence of a strong relationship between SWB and both physical and psychological
health. Some evidence suggests that people adapt to some forms of disability and that
people are poor at forecasting how different health states affect their wellbeing.

Work Insufficient evidence to draw clear conclusions between work characteristics (e.g. type of
employment, number of hours)

Unemployment | Strong evidence of unemployment substantially reducing SWB both in short and long-
term, much more so than can be attributed to the loss of financial resources. While
individuals with low SWB may be more likely to become unemployed, these selection
effects appear to be small. The negative effect varies: men and the middle aged are more
affected; the effects are lessened if their partner and others in the neighbourhood are
unemployed.

Carers Strong evidence that carers of the disabled have lower SWB.

Commuting Strong evidence that commuting lowers SWB and some evidence that people
underestimate this affect.

Community While generally a positive correlation is found between SWB and participation in

involvement community organisations the causation is not clear.

Religion The evidence is faitly consistent and suggests that regular engagement in religious
activities is positively related to SWB.

Trust Clear evidence that trust in other people (social trust) is strongly associated with SWB.

Public Trust in key public institutions such as the police, the legal system and government is also

institutions associated with higher life satisfaction.

Relationships People in stable relationships have higher SWB. It would appear that, overall, socialising

with family and friends is positively associated with SWB.

Source: Summarised from Dolan, Peasgood and White (2008).

Page x
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Table S2: Potential applications of SWB across the policy cycle

Stage ‘ Application

*  Examine data soutces, to identify groups and situations where wellbeing is
Issue abnormally low (or high)
identification

. Leverage established SWB research to identify likely causes, and situations, of
low wellbeing

. Use SWB progress measures to identify adverse trends

. Use SWB as a common metric to weight or rank significance of issues

Policy analysis

. Use SWB research to understand underlying causes of low-wellbeing that may
have policy relevance

. Undertake tailored surveys on specific issues to investigate factors affecting
wellbeing
. Use SWB-valuation techniques to analyse issues

. Use SWB research to identify policy instruments that are likely to impact

Policy wellbeing
instruments
. Evaluate alternative policy instruments based on impact to SWB e.g. to

estimate cost-benefit analysis of alternative interventions

. Conduct detailed design on policy instruments using research on SWB
. Secek coordination of SWB measurement and analysis across different agencies
Consultation and and programs
coordination
. Improve consultation by providing an evidence base for policy/programs
based on wellbeing
. Use impact on SWB as basis for decision making
Decision
*  Undertake opportunity and risk assessments of policies
Implementation
. Configure and refine policies for maximum benefits e.g. in setting defaults,
based on SWB research
. Estimate performance and impact of programs based on changes in SWB
Evaluation
. Evaluate programs based on relative impact on SWB
. Establish SWB as a general progress measure
SWB and Policy Page xi
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1. Introduction

The measurement of wellbeing is critical to public policy and to the basic economic problem
of how to allocate scarce resources between competing ends. Subjective wellbeing (SWB) is
an umbrella term for a variety of measures by which people evaluate their wellbeing (or
quality of life, QOL).

In recent years there has been growing interest in SWB and how such measures can be used
for public policy. Data on SWB has been captured and analysed for a number of years and,
based on this data, there is a rapidly increasing academic literature. Interest in SWB
intensified following the Stiglitz, Sen and Fitoussi (2009) commission report that concluded
that ‘Objective and subjective dimensions of wellbeing are both important’ and that
statistical offices should capture SWB. There also appears to be strong public support! and
political support for using SWB measures. In November 2010, the UK began a Measuring
National Wellbeing Programme, which has led to the UK Office for National Statistics,
earlier this year, completing its first annual Subjective Wellbeing Annual Population Survey
of 165 thousand adults.

However, despite the research, the interest and recognised potential of SWB measures for
public policy there has been to-date little application of SWB in public policy processes. A
barrier appears to be the lack of a practical framework and tools for using SWB measures.
This paper aims to fill this gap by providing guidelines for using SWB in public policy
processes.

In terms of scope, this paper’s contribution and focus is on practical application to public
policy purposes. The paper provides an overview of wellbeing and SWB measures; however
this is a significant topic in itself for which there is a substantial existing literature that may

be used.

The rest of the paper is divided into two main sections.
*  Section 2 provides a background to SWB measures and recent research on wellbeing.

*  Section 3 considers the use of SWB measures for policy. The section aims to provide a
brief but practical guide to using SWB measures in policy processes.

1 For example, in a 2005 poll conducted in the United Kingdom 81% of respondents agreed that "A
government’s prime objective should be achieving the greatest happiness of the people, not the greatest
wealth" http://news.bbe.co.uk/2/hi/programmes/happiness formula/4771908.stm

SWB and Policy Page 1
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2. About subjective wellbeing

2.1 SWB and wellbeing

A starting point for examining SWB is to consider how SWB relates to the broader concept
of wellbeing. How wellbeing is defined and measured has been a subject of significant
interest and debate. 2

While there are no clear accepted definitions some general consensus is emerging. A
significant recent development is the work of the WHO Regional Office of Europe. They
convened an expert meeting on ‘Measurement and Target-Setting for Well-being’ (WHO
Europe, 2012b) which proposed the following definition of wellbeing

Well-being exists in two dimensions, subjective and objective. 1t comprises an individual’s experience of
their life as well as a comparison of life circumstances with social norms and values.

SWB is thus considered to measure the subjective aspects of wellbeing (or quality of life). 3
SWB is often used interchangeably with happiness. However SWB is generally preferred as
the term ‘happiness’ may have different meanings to different people.*

There is no single unifying theory as to what constitutes wellbeing and the subjective aspects
of wellbeing. However, there is general consensus that SWB encompasses a number of
separate dimensions. There appears to be some consensus that SWB consists of short-term
emotional responses (often separated into pleasant affect such as joy and happiness and
negative affect such as being sad and afraid) and longer term feelings of satisfaction and
contentment. The exact nature of these dimensions is debated and a number of different
theories have been posited (see Box 1 below).

Box 1: Theories of what contributes to SWB

While there is broad consensus on many important aspects of wellbeing, there are many
different theories and descriptions as to the components of SWB. Some prominent theories
include the following:

Diener and Suh (1997, p. 200) posit that SWB consists of three interrelated components: life
satisfaction, pleasant affect, and unpleasant affect. Affect refers to pleasant and unpleasant
moods and emotions, whereas life satisfaction refers to a cognitive sense of satisfaction with

life.

2 A review of the definitional issues is outside of the scope of this paper. Galloway (2006) provides a
comprehensive literature.

3 The term quality of life (QOL) is generally considered as the general wellbeing of individuals and the key
goal for policy. The term ‘wellbeing’ is often used interchangeably with QOL. Sometimes wellbeing has been
used interchangeably with SWB. In this paper wellbeing refers to QOL and is not interchangeable with SWB.

In particular, for some happiness may equate to wellbeing, but for others it can be narrower in referring to a
specific emotion (of contented pleasantness) (see Diener et al. 2009, page 8, 9).

Page 2 SWB and Policy
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Cummins (2009) argues that measures of life satisfaction do not capture a cognitive
evaluation of life but rather an undetlying mood.

Seligman (2011) posits wellbeing consists of the nurturing of one or more of the five
following elements Positive emotion, Engagement, Relationships, Meaning, and
Accomplishment.

SWB and other concepts of wellbeing

The conventional economic approach to wellbeing is a utilitarian approach, whereby it is
assumed that individuals, given constraints (most notably financial resources available), make
choices that maximise their utility. This approach naturally leads to a focus on improving
financial measures such as income (and more famously GDP) so as to enable individuals to
achieve greater utility. However, as is well-documented (e.g. Stiglitz-Sen-Fitoussi, 2009) there
are many failings with this conventional approach. Most notably conventional economic
measures fail to capture many aspects important to wellbeing.

An alternative concept of wellbeing is based on objective lists of indicators? that reflect
different aspects of what is assumed to be important to wellbeing. These indicators include
measures relating to health (e.g. life expectancy), crime, environment, relationships. There are
many problems with these measures as well; most notably it is not clear whether such
indicators can comprehensively capture important aspects of wellbeing (e.g. the importance
of relationships), how much each indicator contributes to overall wellbeing, and even what is
an optimal level (e.g. is there an optimal level of community participation?). Furthermore as
with other approaches there are also a range of measurement challenges.

An alternative approach to considering wellbeing for public policy, made famous by Sen
(1999), is to focus on capabilities that are available to people. While in some respects the
approach is similar to the conventional economic approach that embodies choice, the
capability approach focuses on what people are ¢ffectively able to achieve, which may vary by
individual. Capabilities also encompass a broader consideration (than is reflected in measures
of resources) of the opportunities that are available to people, such as political freedoms. In
practice, the capability approach is however difficult to use (see Biddle (2011a) for a critique),
as capabilities are difficult to measure and because, as is the case for other social indicators, it
is difficult to assess the significance of any one measure.

Descriptions of wellbeing are often closely linked to health® and similarly SWB to mental
health. Health and mental health might be considered both determinants of wellbeing and
indicators of wellbeing. However wellbeing and SWB is generally considered as being
broader. For example, mental health or mental illness has a focus on negative factors
whereas SWB also considers positive factors, such feelings of joy. Mental health (or illness)
also tends to be narrower in scope in terms of cause and cure. For example, someone may
have good mental health but experience physical pain.

5 While often desctibed as objective lists, they might also include both subjective elements (e.g. levels of trust).

¢ For example, the ABS (2001, page 6) states ‘Wellbeing [...] can be seen as a state of health or sufficiency in all
aspects of life’.

SWB and Policy Page 3
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A number of institutions have developed their own wellbeing frameworks that contain
elements of the approaches above. A prominent example is the Commonwealth Treasury,
which uses a wellbeing framework that reflects both a utilitarian and capability approach. It is
based on the dimensions of: (i) the level of opportunity and freedom that people enjoy; (ii)
the level of consumption possibilities; (iii) the distribution of those consumption
possibilities; (iv) the level of risk that people are required to bear; and (v) the level of
complexity that people are required to deal with. The framework is however intended only as
a descriptive tool to provide context and to inform policy analysis.

There have also been attempts to develop composite measures of wellbeing in the form of
wellbeing indices that draw-on multiple measures. Prominent examples include the Human
Development Index (HDI)” and the locally developed Herald Age Lateral Economics index
(HALE).® A key challenge to these indices is that the indicators used and their weight
ultimately reflects the judgement of the designers.” Being a composite of objective measures,
they also provide limited use for policy.

2.2 Measuring SWB

2.2.1 Types of measures

There have been numerous attempts to measure SWB through surveys of individuals.?? A
number of survey instruments have been proposed and applied that reflect the different
aspects of wellbeing, the different theories and the need to tailor measures for different
population groups.

The range of approaches that have been taken to measuring SWB vary across a number of
dimensions. Broadly SWB measures might be described as including:

. Evaluative measures based on people’s assessments of their life as a whole or domains
of life. For example, question include:

—  How satisfied are you with your life as a whole?
—  How satisfied are you with your [health/relationships etc]?

*  Affect (emotional experience) measures which aim to measure peoples’ feelings over
short periods of time. For example, questions include:

—  How much of the time during the past 4 weeks... [have you been a happy
petson?’/ ‘Have you been a netvous petson?’ etc]

*  Eudemonic measures; reports of purpose and meaning, and worthwhile things in life.

7 See http://hdr.undp.org/en/statistics/hdi/.

See http://www.smh.com.au/national/wellbeing.

An innovation of the HALE index is that it utilises SWB information to determine weights and modify keys
elements of the index.

10" The Australian Centre on Quality of Life notes that maintain a ditectory of over 800 instruments that

purport to measure QOL. See http://www.deakin.edu.au/research/acqol/instruments/instrument.php.
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For a given survey, the incremental cost of collecting SWB measures is small as they require
only asking a few additional questions. As such, many established surveys capture a mix of
the above SWB measures. In a recent study for the UK Office for National Statistics (ONS),
Dolan (2011) recommended that the three types of SWB listed above be captured in
National Indicators.!!

Within the above categorisation there are other distinctions. These include the following:

e Satisfaction or happiness. Some surveys focus on how ‘happy’ people are with their life (or
aspects thereof); others on their satisfaction. In general (and in the main Australian
surveys), it appears more common that evaluative measures are based on satisfaction.

*  Number of items. Some measures of wellbeing are based on a single-item (i.e. single
question); others are based on an index measure formed a multiple questions. Multi-
item measures can be used to explore separate domains of SWB, to enable robustness
checks and to reduce measurement error. However, single item measures are simpler
and less-expensive to administer. The main Australian data sources include single and
multi-item questions.!?

e Time period. For experience measures the time-period is important. Some measures are
based on experiences over a period of weeks. Some attempts have been made based on
very short-term; for example the Day Reconstruction Method (DRM) is based on
assessments of experiences in the previous day and the Experience Sample Method
(ESM) attempts to capture peoples experiences in real-time. Shorter time periods are
preferable due to concerns that people have difficulty in recalling their experiences.

*  Scale nsed. For measurement among adults, it is common to ask respondents to measure
their satisfaction or happiness on a 0-10 scale (e.g. from 0- Completely dissatisfied to 10
— Completely Satisfied). Some surveys use alternative scales (e.g. the ABS General Social
Survey uses a 7 point terrible-delighted scale). A number of community based surveys
are using a 5 point scale.

There are some attempts to establish some standard measures (instruments) that can be
applied in different surveys. A summary of prominent instruments is provided in Table 1
below. However, a universal standard set of measures has yet to be determined. There are
ongoing debates as to what SWB measures capture!® and what are the most appropriate SWB
measures. These debates will likely continue for some time. Regardless, for most policy
purposes this appears unlikely to be a limiting issue.

First, there appeats to be some consensus that the most important and useful measures of
SWB for policy purposes pertain to evaluation measures (e.g. based on life satisfaction). Such

11" Dolan et al. (2011) argued that any account must be 1. theoretically tigorous, 2. policy relevant; and 3.

empirically robust.

12° The relative merits of a single or multi-item measure is debated. Shields and Wooden (2003, page 7) argue

that “While single-item measures are often regarded as problematic, in the area of SWB it has been well-
established that single item measures perform as well as, if not better than, multi-item measures’.

13 For example, Dienert, Lucas, & Oshi (2002) consider that life satisfaction measures capture a cognitive
evaluation. Cummins (2009, pg 4) argues that ‘the response that people give does not represent a cognitive

evaluation of their life [...] Rather it reflects a deep and stable positive mood state [...]".
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measures are commonly available and commonly analysed.!* Further there is some consensus
of the types of evaluation measures. Of note, the expert group convened by WHO-Europe
(2012) concluded that there are three established ways to capture SWB through evaluation
measures:

1. Ask a single question about life satisfaction.

2. Use the Satisfaction with Life Scale (SWLS), which asks five life satisfaction questions
and sums the responses. These questions do not relate to different domains, but
attempt to overcome the risks of over-specific understandings of an individual question.

3. The Personal Wellbeing Index (PWI), which is based on questions about eight different
areas of life. A key difference and potential benefit over the SWLS is that it provides
data on how different dimensions of life affect well-being.

Second — not surprisingly — there is a strong correlation between different measures. As
such, for most purposes (such as identifying population groups with low SWB) the choice of
measure will not be a significant factor.!s

The choice of measure will be, in part, pre-determined if an established data source is used
for analysis. As noted below, there are a number of established data sources in Australia that
may be leveraged (through analysis of existing data, or comparison with additional surveys).
Some datasets (e.g. HILDA) capture a number of different SWB measures enabling
sensitivity analysis to be conducted.

The choice of instrument may be a consideration in determining which data source (and
which survey questions within a data source) to use and when new surveys are conducted.
The main established data sources in Australia capture life satisfaction measures that can be
replicated for supplementary surveys. For example, the PW1 is a free-to-use instrument that
has been applied in conducting specific surveys for policy analysis.

It is also noteworthy that the problem of multiple measures is a problem typically
encountered with using other social and economic indicators.! For example, in measures of
progress multiple indicators are generally used and even when cost-benefit analysis is
undertaken there are often secondary considerations in addition to present values of a dollar
amounts.

14 There are a number of issues with emotional response surveys. One concern is that individuals suffer from

recall bias. Another issue is that emotional responses will not capture all aspects of wellbeing. As argued by
Diener et al. (2009, Chapter 2, pg 18) ‘humans can pursue desires that are independent — or at least more
loosely connected to — the affect system’.

15 Howevet, the measure used can be important for some applications. For example, Biddle (2011b) compared

the wellbeing of Indigenous and non-Indigenous Australians and found significantly different results
depending on the SWB measure used. Powdthavee and van den Berg (2011) examined the wellbeing
valuation approach (discussed in Section 3.2.2 of this report). They found significantly different results
depending on the SWB measure used.

16 This point is argued Diener et al. (2009, page 127).
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Table 1: Common instruments for measuring SWB

Instrument/Scale

Personal wellbeing index
(PWT)

Soutce: The International
Wellbeing Group (2000).

‘ Description

An index based on satisfaction measured across seven (or eight)
domains. There is also an optional question on satisfaction with life
as a whole. In addition to an adult version, there are parallel versions
aimed at school children and adolescents, pre-school children, and
people with an intellectual disability or other cognitive impairment.

The domains in the adult version are: standard of living, health, life
achievement, personal relationships, personal safety, community-
connectedness, future security, and spirituality (if applicable).

Satisfaction With Life Scale
(SWLS)
Source: Diener et al. (1985)

The SWLS is a short 5-item instrument designed to measure global
cognitive judgments of satisfaction with one's life.

The Positive and Negative
Affect Schedule (PANAS).

A 20-item self-report measure of positive and negative affect.

Kessler Psychological
Distress Scale

A 10-item questionnaire intended to yield a global measure of
distress based on questions about anxiety and depressive symptoms
that a person has experienced in the most recent 4 week period.

SF-36® The SF-36® Health Survey is a generic outcome measure designed
to examine a person’s perceived health status.
PERMA Assesses wellbeing for adults from questions on: Positive emotion,

Source: Seligman (2011)

Engagement, Meaning, Relationships, and Accomplishment.

2.3 Issues and concerns with SWB measures

The use of SWB measures for public policy has captured strong criticism as well as support.
This section discusses the key issues and concerns. Much of the debate has been focussed

around some extreme positions that have been put forward, in particular relating to an
apparent paradox (known as the Easterlin paradox) that economic growth has not led to

greater ‘happiness’.!”

Extreme positions aside, there are some important issues and concerns with using SWB
measures that need to be considered. A full review is out of scope of this paper but an
overview of the relevant issues is considered in this section below.!s

17

Some of the views are captured in a debate held by the Economist. See

http:/ /www.economist.com/debate/overview/204.

18 For a comprehensive review of the debates see Diener et al. (2009).
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2.3.1 SWB and objective measures

It is tempting to consider that SWB is all that matters and that any objective measure merely
captures an intermediate outcome that has an implication for SWB.!" However, there is
broad consensus that SWB measures are by themselves insufficient for measuring wellbeing
and that both objective and subjective measures are important. Broadly the key issues with
using just SWB are that there are:

. theoretical limitations to SWB including that:

—  SWB may be ineffective in providing an adequate safeguard due to how people
adapt (see discussion further below)

—  SWB is a measure of present evaluations — it does not predict the future
—  debates continue as to what SWB measures capture.
*  practical issues. For example:

—  itis impractical to undertake subjective measurement on some groups (e.g. the very
young and mentally disabled)

—  relative to some other measures, SWB may be expensive and difficult to measure.

2.3.2 'The reliability and validity of SWB measures

It is reasonable to question whether the SWB measures can be relied upon for the purposes
of measuring and analysing the subjective aspects of wellbeing. The psychometric
properties? of many common SWB measures have received close scrutiny. There appears to
be general consensus that the main SWB measures used have performed sufficiently well to
be relied upon for analysis purposes.?!

SWB measures have been shown to have good reliability — that is, provide consistent results
under consistent conditions.?> SWB measures have validity in that the results are consistent
with other measures and theories of wellbeing. For example, there is evidence that (see
Stutzer and Frey, 2010) that SWB measures correlate with other measures of wellbeing
including objective measures (such as suicide risk). There is also some evidence of
interpersonal comparability of SWB measures; SWB measures correlate well with third-party
ratings of satisfaction and there is evidence that different people’s reports of pain associated
with physiological reactions are similar.

19 Another argument is that the distinction between objective and subjective measure is meaningless to the

extent that “so called ‘objective’ measures are actually a product of our perceptions and, as a consequence,
subjective.” (Cummins 2000, pg 56).

20 Psychometric properties are those aspects of a test or a measure that say how good the test or measure is.

21 For a review of the reliability and validity of SWB measures see Diener et al. (2009) or Stutzer and Frey
(2010).

22 Tests of reliability are performed include retests of individuals within surveys and over time.
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Survey bias

A concern with any survey of individuals is that responses will be biased by external factors.
There have been numerous studies that have examined survey bias in SWB measures. Some
of the findings include that SWB responses are influenced by the:

o Order and context in which questions are presented. For example, the number of dates a
student had in the past month was found to be important for life satisfaction but only
when the dating question was asked before the life satisfaction question (Strack, Martin,
& Schwarz, 1988).

*  Administration mode. There is evidence that found individuals consistently report higher
SWB in phone than in face to face (F2F) interviews and that the mode may affect
correlations with other factors?® (Dolan and Kavetos, 2012).

e Current mood. Evaluative measures of life satisfaction are influenced by how good
respondents feel at the moment they are asked. (Schwarz & Strack, 1999).

e Other factors. For example, Taylor (2006) found differences by day of the week.

While researchers need to be wary of survey bias, such biases can generally be managed
through a number of techniques. For example, a bias due to the mode (or any other source
of bias) may be managed by using a random mix of mode; by ensuring that the mode used is
consistent between groups or periods being compared; or including explicit controls for the
mode used.

2.3.3 How should SWB be interpreted and applied?

Interpersonal comparison of SWB and aggregation

A challenge with any measure of wellbeing is how to aggregate results across a group of
individuals or time. When a numerical scale for SWB is used, it is common to see average
measures reported; when a qualitative scale is used, the proportion in a particular category
(e.g. reporting ‘very happy’) is typically presented. There is however no definitive answer as
to what is the optimal aggregate statistic that should be the object of policy; for example, is it
not clear whether it is preferable to maximise the mean, median or some other aggregate
statistic of wellbeing.

How results are aggregated may be of little relevance for many purposes (e.g. we might
expect that generally a ranking based on mean and median or most other aggregate statistics
will produce very similar results). However, in some circumstance the choice of statistic is
important, particularly where results do not follow a symmetrical distribution. In such
circumstances the most preferable approach may be to present sensitivity analysis.

2.3.4 SWB, adaptation and expectations

A key finding of SWB research is that individual SWB is remarkably stable over time. There
are a number of contributing explanations as to why. These include that people adapt

2> For example in relation to employment and education, the impact of the characteristics on SWB is much less
in phone compared to face to face surveys.
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through automatic internal (i.e. neurological) processes (see Box 2 on page 14) or by physical
means (e.g. changing the environment to cope with new life circumstances). Another
potential reason is the people’s life satisfaction (and possibly their evaluation) is influenced
by their expectations. Thus a person may be less likely to report being satisfied with their life
(or any domain of their life) if they had greater expectations of what constitutes a good life.
People’s expectations will no doubt change over time as incomes rise and technology
improves. People’s expectations may also be determined by comparison with peers.

That SWB can be affected by adaptation or by changing expectations provides some
philosophical challenges to applying SWB measures. For example, how should policy makers
consider groups who rate poorly on objective measures of wellbeing but due to low
expectations report high SWB? If we were to ignore these other objective indicators, we
could conclude that wellbeing could be increased by merely lowering expectations.

Such concerns are clearly potentially very significant. However, for many applications they
will be largely irrelevant. For example individual expectations are likely to be of little
relevance for identifying and considering policies and programs for group that have been
found to have abnormally low SWB. Furthermore the issue of expectations will not be a
consideration where analysis is undertaken over time and for groups where expectations are
stable.

Adaptation and expectations may be important in some situations. For example, care may be
required in the construction of programs and policies that lift expectations before
improvements can be delivered. Another challenge occurs in the analysis of SWB where
adaptation can occur. For example, a person’s SWB might adapt to a negative state (e.g.
contraction of a debilitating disease or extended unemployment) in part through adaptation
or a lowering of expectations. How much should we consider the lowering of expectations in
policy analysis? In the extreme example, if we did not pay attention to changing expectations
and relied solely on SWB, we might conclude that there is negligible cost to some negative
outcomes. While such an extreme conclusion appears inappropriate, the appropriate
response is not clear cut; for example, we presumably should care more about avoiding
negative events where adaptation is less likely to occur, even if adaptation is solely due to
changing expectations.

Page 10 SWB and Policy
28 February 2013 10.23 AM



/3 sapere

#'~ research group

2.4 Key findings from SWB research

2.4.1 Overview and introduction

Based on data on SWB measures, research on wellbeing has advanced significantly over the
last few decades. This section provides a brief summary of some of the key findings from
this research. It is divided into two sub-sections. The first section summarises a number of
findings on causes of, and correlates with, wellbeing. The second section aims to draw-out
and briefly summarise the main policy-relevant themes.

2.4.2 Findings on wellbeing causes and correlates

Many of the factors correlated with SWB are also correlated with each other. This makes it
difficult to identify causation and the particular contribution of any one factor. However,
through a variety of techniques (e.g. multivariate regression) and data sets (including
longitudinal and cross-sectional data sets) there has been some convergence in findings.

There have been a number of attempts to summarise the key findings of the research. Layard
(2005) summarised the findings of the research of drivers of happiness. He concludes that
much relates to genetic make-up and up-bringing. He identified the ‘big 7’ factors that can be
influenced in adult life as pertaining to family relationships; financial situation; work;
community and friends; health; personal freedom and personal values.

More recent and comprehensive summaries of the research are provided by New Economics
Foundation (Stoll et al. 2012); Dolan et al. (2008) and Diener et al. (2009). A brief summary
of key findings (drawn from Dolan et al. 2008) is provided in
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Table 2 overleaf. The key findings from Stoll et al. (2012) — a more comprehensive and
recent review — by area are repeated in Table 6 in the Appendix. With a policy perspective
in mind they summarised the key findings according to categories of the economy, social
relationships and community, education and care, local environment, and personal
characteristics.

These research results make interesting reading but it is sometimes difficult to identify policy
implications. Many of the findings are unsurprising. For example, as we would expect
wellbeing is correlated with higher income and better health. Furthermore, some of the
results are of limited relevance for policy; for example, wellbeing is strongly correlated with
many personality characteristics (e.g. age and ethnicity) that cannot be directly influenced
through public policy.

Nevertheless, an examination of the causes of, and correlates with, wellbeing can provide
policy makers with important insights for some groups and factors. For example, one
population group that has received substantial research interest is the unemployed.
Unsurprisingly, repeated studies have found a strong relationship between wellbeing and
unemployment; however the relationship is much more significant than can be explained
through the loss of income alone. Interestingly, the negative impact of being unemployed on
wellbeing is significantly less for people in high unemployment regions, suggesting that there
may be non-financial ways of reducing the misery faced by the unemployed.
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Table 2: Selected findings from SWB research
Area . Findings

Income The relationship between income and SWB is complex. Although SWB increases with
greater income, the significance of income varies greatly based on situation. For some
groups, a lack of financial resources is a significant barrier to higher SWB. For many,
absolute income may be of less importance than relative income. There is mixed evidence
on the impact of income inequality on SWB.

Education The relationship between SWB and education is difficult to isolate. There is some but
mixed evidence to suggest that education improves SWB but this affect may be through
health.

Health Evidence of a strong relationship between SWB and both physical and psychological

health. Some evidence suggests that people adapt to some forms of disability and that
people are poor at forecasting how different health states affect their wellbeing.

Work Insufficient evidence to draw clear conclusions between work characteristics (e.g. type of
employment, number of hours)

Unemployment | Strong evidence of unemployment substantially reducing SWB both in short and long-
term, much more so than can be attributed to the loss of financial resources. While
individuals with low SWB may be more likely to become unemployed, these selection
effects appear to be small. The negative effect vaties: men and the middle aged ate more
affected; the effects are lessened if their partner and others in the neighbourhood are

unemployed.
Carers Strong evidence that carers of the disabled have lower SWB.
Commuting Strong evidence that commuting lowers SWB and some evidence that people

underestimate this affect.

Community While generally a positive correlation is found between SWB and participation in
involvement community organisations the causation is not clear.
Religion The evidence is fairly consistent and suggests that regular engagement in religious

activities is positively related to SWB.

Trust Clear evidence that trust in other people (social trust) is strongly associated with SWB.
Public Trust in key public institutions such as the police, the legal system and government is also
institutions associated with higher life satisfaction.

Relationships People in stable relationships have higher SWB. It would appear that, overall, socialising
with family and friends is positively associated with SWB.

Source: Summarised from Dolan, Peasgood and White (2008).
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2.4.3 Key policy relevant themes

Most people are happy most of the time but there are groups with
abnormally low wellbeing

A common finding is that most people’s level of SWB tends to be relatively stable within a
normative range, both over time and between population groups. For example, (as reported
in Cummins et al. 2012) from a number of studies, the correlation between repeated surveys
of individuals is around 0.70.

It appears that people’s SWB is resilient to many life events; that is, people are able to adapt
to different environments and situations and, over time, their level of SWB will tend back
towards the normative range.

The stability of SWB has led some researchers to question the extent to which individuals or
public policy can make a substantial difference to SWB. However, it is clear that adaptation
is neither complete nor immediate and thus improvements to SWB are possible.2*

Furthermore, in some situations, it appeats that people’s ability to adapt fails and they
experience abnormally low wellbeing, well below their normative range. For example, it is
found that people struggle to adapt to the loss of a child or becoming the carer of a disabled
family member (see Case example 5, page 28). These failures to adapt are in many cases
related to situations where people lack resources, which may include support from close
relationships and/or financial resources.

These findings have formed the basis of set-points and homeostasis theory of wellbeing (see
Box 2 below). The key elements of the theory are that individuals have a genetically
determined ‘set-point’ range for their SWB and that an internal process (‘homeostasis’)
controls individual’s wellbeing to within that range, much like the body controls body-
temperature. However in some situations, when facing a significantly adverse environment
people fail to adapt (referred to as homeostasis failure) and report abnormally low SWB.

Box 2: Set points and homeostasis theory

The theory of SWB Homeostasis proposes that, in a manner analogous to the homeostatic
maintenance of body temperature, SWB is actively controlled and maintained. The theory
proposes that the responses to a SWB question like “How satisfied are you with your life as a
wholer” (as described by Cummins 2009, pg 4), ‘do not represent a cognitive evaluation but
rather a deep and stable positive mood state |[...] that is dominated by a sense of contentment
flavoured with a touch of happiness and excitement.’

The theory also posits that individuals have ‘set-points’, genetically determined characteristics
for each individual, which strongly influences each person’s normal level of SWB. Set-points,
like body temperature, are not modified by environmental experience but rather constant.?

2+ See Diener et al. (2009, chapter 6) for an in-depth discussion.
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A testable prediction of the set-point/homeostasis theory is that the amount of variation in
SWB will vary significantly between groups with different resources at their disposal; that is
those with financial (and other support) resources are less likely to experience homeostatic
failure and thus the variance in SWB for these groups will be less.

Source: Cummins (2009).

Regardless of theory (of note, the set-point/ homeostasis theory is not universally accepted),
the policy implications appear clear. There are identifiable ‘vulnerable’ groups in society who
have abnormally low levels of wellbeing and whose wellbeing may be significantly improved
with additional support.

Poor forecasting of wellbeing

People appear to be poor at forecasting their future wellbeing in different situations. A
frequent finding of research on SWB measures is that there can be significant differences
between what individuals experience (as measured by SWB) and what is reflected in people’s
preferences (i.e. in actual choices or elicited from surveys).

There are two main implications for government policy. First, care is required when policy
analysis is based on individual (stated or revealed) preferences as they may lead to misleading
ranking/valuations of outcomes that are different to what is obtained when wellbeing is used
(see for example, Case example 4 on page 26, which compares the ranking of health-states
based on stated preference and experience based approaches).

Second, an implication of poor forecasting by people is that — consistent with findings from
behavioural economics literature — people may make poor choices and potentially there is a
role for governments in helping people to make better decisions. As a product of the
growing interest in behavioural economics, there is a substantial literature? on how
governments may assist people in making better choices — for example, through educational
campaigns and the provision of default options.

Governance and regulation

Another policy relevant finding is that good governance and regulation is an important
determinant of wellbeing.

Trust in public institutions is found to be significantly correlated with wellbeing.?” Evidence
also exists that wellbeing is positively correlated with legal security and property rights and
freedom from excessive regulation (Gehring, 2012) and greater levels of democratic
participation and decentralised (i.e. federal) government structures.?

%5 As discussed in Cummins et al. (2012), the term ‘set-points’ is preferred to baseline, which does not have

connotations of normality, and equilibrium, which suggest the level may be changed by environmental
factors.

26 A well known resource is the book ‘Nudge: Improving Decisions about Health, Wealth, and Happiness’
(Thaler and Sunstein, 2008).
27 See Stoll et al. (2012) for references.

28 See Stoll et al. (2012).
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Relative concerns

Research based on SWB supports other behavioural findings that individuals care strongly
about their situation relative to others.?? For example, Clark and Oswald (1996) found
relative income to be more important than absolute income in a study of work satisfaction of
5000 British workers.?

Research also provides evidence that people appeat to care about relative position for some
outcomes such as income and cars but much less on other outcomes including health and
leisure time (Solnick and Hemenway, 2005; Catlsson et al. 2007). An implication is that
people’s effort and expenditure will be biased (relative to what is optimal) towards outcomes
for which relative position is more significant. Thus for example, based on the theory of
relative concerns we would predict that people overinvest in obtaining higher income and
positional goods (e.g. cars) and allocate too little time to leisure and too little resources to
health. In effect, relative concerns reflect social externalities that distort individual decisions.

The existence of relative concerns potentially has very significant implications for policy. For
example, Frank and Sunstein (2001) argue that cost-benefit analyses on matters such as
health and safety should be modified — with the implication of an increase in investment in
safety — to take account of relative concerns. Such conclusions are, however, controversial
and although there appears to be little disagreement that relative concerns exist and are
significant, the issue of relative concerns does not appear to be considered in policy.

Other social externalities

Research on wellbeing highlights the importance of social factors. For example, wellbeing is
found to be strongly correlated with strength of personal relationships, community
engagement and trust in others. 3!

The relationship between such social factors and wellbeing is of interest as such factors may
be impacted by government policy and programs either positively (e.g. via building
community resilience) or potentially negatively (e.g. by policies whose side effects include
some disruption to local communities). SWB measures are potentially useful as a basis for
research to better understand the effects of policies and to value changes in other social
indicators. For example, potentially SWB measures may be used as a basis for valuing the
additional benefit, in terms of wellbeing, from improved community engagement.

29 Concern for relative position may also be described as concern for status.

30 Such findings ate often used as a justification as to why in recent decades thete have been substantial
increases in incomes but not SWB measures.

31 See Stoll et al. (2012) for references.
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3. Using SWB in public policy

The use of SWB for public policy is captured in the schematic below. The features of SWB
measures mean they have a number of key uses in policy that can be applied at various stages
across the policy cycle. Application of SWB measures may involve leveraging existing
research and surveys and/or commissioning new sutrveys. In applying SWB measures there
are a number of theoretical and practical considerations. The decision to use SWB measures
will depend on their relative advantage in the identified uses, which depend on circumstance.

Figure 1: Appling SWB to public policy

1. SWB measures have a number of 3...with application across stages
important features... of the policy cycle

» Adirect measure of wellbeing that captures
many influences

* A common metric - facilitates comparison

» A measure of experience not preference

pelicy instruments

2...and anumber of key policy uses implementation
» Asa progress or performance measure for
evaluating policies and programs.
e Asa basis of valuing or ranking outcomes.

* As a basis for wellbeing research to inform
and guide policy and programs.

5....and in doing so there are a number of

4. Application may involve using existing research theoretical and practical considerations

and surveys or commissioning new surveys...

« Risks: Arapidly developing field with no
unifying theory

¢ Measurementissues

« Cost/time of undertaking surveys

¢ Leverage existing research
* Analysis of established data sources
* Commissioned surveys

The rest of this section elaborates on these elements.

3.1 The features of SWB measures

SWB measures are primarily of interest because they fill a gap not met by traditional
wellbeing measures that have included conventional economic measures (such as measures
of income) and a range of other indicators (e.g. life expectancy).

The conventional economic approach to measuring wellbeing (see Box 3 below) is based on
people’s preferences and based largely on goods and services they purchase. As is commonly
recognised, economic measures are limited in what they include — they fail to capture
important aspects of people’s lives that include the value of their health, relationships and
the environment they live in.
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A common complementary approach to measuring wellbeing is to measure other indicators
of interest such as those relating to health (e.g. life expectancy), community connectedness
(e.g. volunteering), safety (e.g. crime) and many others.?? These often include subjective
measutes such as perceptions of safety and levels of trust.

However, there are also many issues with these other indicators. First, there are not good
measures for many of the factors that are important to people; for example relating to
human relationships. Second, the indicators approach provides no guidance as to how to
weight the importance of different factors; for example it is unclear whether wellbeing would
be improved more by increasing safety or improving health services. Third, there are many
issues with the measures themselves. Measurement is often not straight forward and for
many indicators (e.g. level of trust, the amount of volunteering) it is unclear what is the
optimal level. Finally, the choice of indicators involves some subjective assessment.

Interest in SWB has increased because it helps overcome many of the problems with these
conventional measures. As a direct measure of wellbeing, SWB reflects a broad range of
influences (such as the strength of personal relationships) not contained in conventional
measures. As such, SWB measures can be analysed to reveal new insights into the
determinants of wellbeing.

Being a broad measure offers other advantages. SWB can be used in a broad range of
situations (compared to objective indicators which may have a narrow focus). Because it is a
broad measure of wellbeing that can be applied in most circumstances, SWB measures may
be used as a common metric for comparing situations, policies and programs in terms of
wellbeing.

A feature of SWB is that it is a measure of experience — not preference as is reflected in
conventional economic measures. While in general we would expect our preferences to
maximise our wellbeing, there are clear examples where this is not the case. For example, due
to addiction and other behavioural biases, preferences selected may not maximise wellbeing.
Furthermore there are situations where people lack information to inform preferences.

Finally, it is worth noting that the wellbeing of individuals can be of interest to governments
(and non-government parties) because it is a driver of other factors of interest. For example,
the wellbeing of individuals may be a contributor to academic performance; to performance
in the workplace; to demands on government services and to social cohesion.

SWB measures also have limitations. As such they are most likely to be considered a
complement to other measures and their use will depend on circumstance.

Box 3: Limitations of economic measures

The conventional economic approach to measurement — that uses the value of goods and
services consumed — may be described as preference-based as it is based on the assumption
that people make choices to satisfy their preferences. Under this standard economic
approach, #fility is reflected in people’s choices. Consumers will choose to purchase a good

32 For example, Community Indicators Victoria captures 76 indicators (including SWB and some economic

indicators).
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ot service if the additional benefit (marginal utility) of doing so exceeds the price. Thus the
price of goods and services paid becomes a basis for measuring the impact of different
outcomes. Where markets do not exist, economists often turn to non-market valuation
techniques that attempt to estimate what consumers would be willing to pay or willing to
accept for different outcomes.?

However, there are many limitations to this conventional economic approach (based on
preference satisfaction) for use in public policy. Many factors important to human wellbeing
are not delivered through market transactions. For example, it is clear there are many social
factors that are very significant to individual wellbeing.

Furthermore, there are many situations in which peoples choices are limited. People cannot
choose different legal rules or social environments. For example, while different locations
offer different environments, it is costly for people to move. At a more local level, choice is
limited as some setvices are provided by monopolies. For example, many government
services such as public transport, health, policing etc are monopoly setvices.

The conventional economic approach also provides limited guidance as to how resources
should be allocated between competing groups; for example, standard economic theory
would predict that any transfer of wealth between rich and poor would benefit the poor
more than the loss experienced by the rich, however economic measures provide little
guidance as to the extent of benefit and loss.

3.2 Uses of SWB measures

There appear to be three broad uses of SWB measures for public policy. These are as:
1. A progress measure or performance measure for evaluating policies and programs
2. A basis of valuing or ranking outcomes

3. A basis of research into wellbeing to inform and guide policy and programs

Using SWB for such purposes requires analysis on SWB measures, which in turn requires
SWB data and resources to review, undertake, or apply analysis. These practical issues are
discussed in Section 3.3.

3.2.1 Progress and performance measures for evaluation

SWB survey responses are potentially useful for monitoring purposes, either as a general
measute of progress or as a performance measure used for program and policy evaluation.

A key benefit of SWB measures is that they directly measure wellbeing and as such are
‘outcome’ measures — measures of the ultimate desired benefits. In contrast, many

33 Such as stated preference and revealed preference methods (see Section 3.2.2 of this report).
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performance and progress measures are intermediate indicators that measure inputs,
processes or outputs of programs that may be only loosely related to policy goals (and
wellbeing) and may be incomplete in capturing key changes in wellbeing that are of interest.

The choice of what progress and performance measure to use will also depend on factors
such as reliability, simplicity, cost and timeliness. SWB measures may also be desirable based
on these other criteria. For example, SWB measures are relatively simple measures to explain
and they can be reasonably cheaply and quickly captured through surveys.

There are a number of issues and challenges in using SWB as progress or performance
measures for evaluation. First, SWB measures may not be applicable because the effects of
the program on wellbeing are longer-term. For example, SWB may be an inappropriate
measure for a preventative smoking campaign as the key wellbeing benefits occur some years
in the future.

Second, SWB measurement may be difficult because the link between wellbeing and the
program being evaluated is relatively small compared to other factors and thus difficult to
detect.

Third, adaptation and changing expectations creates difficulties for analysis across population
groups or over long time periods. For example, Biddle (2011b) notes the counter-intuitive
result that SWB of Indigenous Australians as measured by life satisfaction is higher than
non-Indigenous Australians despite significantly lower measures of wellbeing as measured by
objective measures and SWB measures of emotional response. A possible explanation given
is that Indigenous Australians have a ‘different baseline’ (i.e. comparison group) against
which they conduct their evaluation. Similarly, changing personal aspirations overtime are
commonly thought of as a reason why life satisfaction measures have changed little over
time.

SWB as a general measure of progress

SWB is more frequently being considered as a measure for measuring progress. As noted in
the introduction, the Stiglitz-Sen-Fitoussi (2009) report concluded that measurement of
progress required both subjective and objective measurement of wellbeing.

Australian developments on using SWB as a progress measure at a national level include:

*  The ABS Measuring Australia’s Progress (MAP) incorporates some measures of SWB.

*  Australian Unity publishes a National Wellbeing Index (in addition to a PWI) that uses
subjective measures to form a general measure of progress.

*  The HALE index uses information on SWB to weight and adjust indicators.

* A collaboration of organisations known as the Australian National Development Index
(ANDI) has been established to develop a holistic measute of progress — an index that
reflects the views of Australians in an ongoing, participatory process. The components
of ANDI have yet to be determined but appear likely to incorporate SWB (see
www.andi.org.au).

There is increasing interest in local progress measures that incorporate SWB. At present, the
two most prominent examples are Hunter Valley Wellbeing Watch (HVWW) in NSW (see
Case example 1) and the Community Indicators Victoria (CIV, see Case example 2).
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The two examples provide an interesting contrast. The HVWW program incorporates a
survey that focuses on SWB and the key factors that are expected to be significant
determinants of wellbeing. The survey results are being used as an overall progress measure
and as a basis for undertaking analysis on the drivers of wellbeing. Thus SWB is positioned
as a key progress measure for the purposes of informing policy.

The CIV is recognised as a leading program for measuring indicators of community
wellbeing. The CIV includes SWB — a PWI measure identical to the AU-PWI — but just as
one indicator among a large range of indicators (76 in total). Thus it would appear less likely
that the measurement of SWB will lead to research and actions.

Both the HVWW program and the CIV have generated great interest. Additional surveys
based on the HVWW are now being deployed in other communities. The City of Sydney (see
Appendix 1, page 48) is now expanding its collection of community wellbeing measures
using a framework based on the CIV.

Case example 1: Hunter Valley — Wellbeing Watch

Hunter Valley Research Foundation (HVRF)3 developed Australia’s first program to
monitor regional wellbeing. The program called, Wellbeing Watch is based on a seties of
cross-sectional surveys of residents in the Hunter Region and the remainder of NSW

Three waves of the survey have been completed (2006, 2007 and 2009); completion of a
fourth wave is in progress. Each survey has been conducted on 2000 adults including 1,500
from the Hunter Region and 500 from the rest of NSW. Six SWB measures were collected
(each measured on a 5 point scale). These were:

1. Happiness in the previous four weeks
2. Satisfaction with life achievements

3. Sense of being valued by others

4. Satisfaction with standard of living

5. Optimism about the future

6. Satisfaction with life as a whole

These are similar but not identical to other established measutes used in Australia. In
addition to these and context questions, the survey included questions on key domains of
wellbeing including employment, relationships, satisfaction with neighbourhood etc.

Source: http://hvrf.com.au/regional-research-program/community-wellbeing

3% The Hunter Valley Research Foundation is a not-for-profit, independent research which receives support

from a number of many sponsors including state and local government.
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Case example 2: Community Indicators Victoria

Community Indicators Victoria (CIV) is a collaborative project, funded by VicHealth and
hosted by the McCaughey Centre, School of Population Health, at the University of
Melbourne.

CIV aims to support the development and use of local community wellbeing indicators in
Victoria, Australia, with the purpose of improving citizen engagement, community planning
and policy making. These indicators include a broad range of measures designed to identify
and communicate economic, social, environmental, democratic and cultural trends and
outcomes. In total there are 76 indicators.

The CIV includes both subjective and objective indicators. The CIV includes SWB captured
using AU-PWI instrument set of questions.

Many of the indicators were captured through a phone survey of 24,900 Victorians (age 18+)
conducted in 2011 (which followed a similar survey conducted in 2007). The SWB and other
indicators are available for inspection via an online reporting tool.

Source: Community Indicators Victotia: http://www.communityindicators.net.au

SWB as a performance measure for evaluation

SWB may be used as an outcome performance measure for evaluating the effectiveness of
policies and programs.

Broadly there are two ways in which SWB data may be used in conducting evaluations.
Potentially existing data sources may be used if the data source captures a significantly large
number of individuals who do and do not participate in the program. For example, Biddle
(2011b, 2011c) reports on the effect of Community Development Employment Projects
(CDEP) on Indigenous wellbeing from established data-sources.

Preferably, program specific surveys are used to undertake evaluation. A prominent
Australian example of SWB data being used for program evaluation is an (in progress)
evaluation of Youth Connections program (see Case example 3 below).

Case example 3: Youth Connections Program Evaluation

The Youth Connections Program helps young people who have left school, or who are
thinking of leaving school, to continue with their education and ultimately gain a Year 12 (or
equivalent) level education.

The Department of Education, Employment and Workplace Relations (DEEWR) and
RMIT University Melbourne conducted a longitudinal study to assess the disengaged young
people participating in the National Networks Youth Connections Program and changes in
their SWB. The evaluation compared the SWB of the Youth Connections participants,
before and after program participation, with a convenience sample of Victorian high-school
students.

The study used a version of the PWI for school children (PWI-SC; Cummins and Lau, 2005).
The study provided evidence that the program has been effective in improving wellbeing.
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Key findings included that:
°  young people in the Youth Connections sample reported significantly lower SWB; and

J there was a significant increase in the SWB of participants measured pre and post
program.

Source: http://deewr.gov.au/youth and Tomyn and Notrish (2012).

A key challenge with using any performance measure is determining the counterfactual, that
is, what would have occurred had the policy or program not being implemented. For the
Youth Connections program a control group being used is a comparative group
(‘convenience sample’).

One option that has been considered is that of a randomised control trial (RCT). A RCT
requires a random selection of individual to participate in a trial of the program. The results
drawn from individuals who participated in the trial may then be compared with those who
had not (the control group). However, the use of RCT's is controversial — in particular due
to the ethical issue of withholding a potentially useful program from a random selection of
individuals. Furthermore there are a number of limitations (see Biddle 2011c, pg 18 for a
discussion).

There may also be limited benefit of RCT's for measuring changes in subjective measures. A
risk (regardless of whether RCT's are used) is that some or all of the measured change in
SWB is a temporary effect that is due to program participants receiving greater attention.
This risk is mitigated when the evaluation is on a modification of (or supplement to) an
existing program.

3.2.2 Using SWB to value or rank outcomess

Because SWB is a very broad measure of wellbeing it can be used as a common metric to
compare outcomes. That is, it may be possible to compare any driver of change (including
policies, programs and other changes in other measures) in terms of their expected impact
on SWB.% This comparison can then be used as basis to rank different policies and
programs. Furthermore, as it is also possible to relate financial and SWB impacts, impacts in
terms of SWB can also be converted to financial measures.

Three potential applications of SWB as a common metric are:

1. As a basis of non-market valuation to provide an alternative of to conventional
approaches. For example, SWB has been used in valuing environment issues (e.g. noise
pollution), health states (see Case example 4 below) and social outcomes (e.g. costs of
unemployment®’).

3 A useful resource on non-market valuation techniques including using SWB is ‘Valuation Techniques for

Social Cost-Benefit Analysis: Stated Preference, Revealed Preference and Subjective Wellbeing Approaches’
(Fujiwara and Campbell 2011).

36 The same cannot be done for other measures that are only applicable for specific applications.

37 For example, Carroll (2007) estimated the loss of wellbeing from being unemployed in $ equivalent terms.
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2. Asa basis for determining the significance (i.e. weight) of other indicators of interest.
For example, ‘perceptions of safety’ indicators are used in assessing the impact of crime:
A potential means of assessing the importance of improvements in perceived safety is
to base it on its relationship to SWB.

3. Asa basis for comparing the relative effectiveness of different programs. For example,
programs might be ranked in terms of the cost effectiveness in increasing SWB; priority
could then be given to programs that achieve the greatest improvement in wellbeing for
the lowest cost.

There are numerous examples of the first of these applications. At the time of writing, no
examples of the second and third applications being used to guide policy have been found.?

The method of SWB non-market valuation

All three applications involve a similar method that is based on the valuation of non-market

goods.

A SWB non-market valuation approach involves comparing the SWB over time or across
groups to estimate the relative significance of different outcomes (such as a health state) to
wellbeing. The approach can be used to place a monetary value on an outcome, by
comparing the impact to SWB of the outcome relative to a change in income. For example,
(as put by Fujiwara and Campbell, 2011):

If 2 20% reduction in local crime rates increases the life satisfaction of an individual by
1 index point and an increase in household income of $5000 p.a. also increases their life
satisfaction by 1 index point, then we would conclude that the value of the 20%
reduction in crime to them is $5000 per year.

In principle, the concept could be applied using any measure of SWB; however in practice it
is most often based on measures of life satisfaction.
Currently, the main techniques for non-market valuation are:?

e Stated preference, where surveys are used to elicit estimates of people’s willingness to
pay (WTP) or willingness to accept (WTA) an outcome.

*  Revealed preference techniques, whereby valuations for goods and services are deduced
from people’s behaviour.*

38 However, as noted earlier, the HALE index uses SWB measures to determine the relative importance of
some indicators in the index.

3 When delivered by the market, the prices paid are used as a basis of valuing the goods and services provided.

However, for non-market goods and services (and other outcomes such as health states) alternative

techniques are required.

40 There are two techniques: Hedonic valuation, where the price of related goods is used. For example, house

prices might be used to assess individual valuation of road noise; and travel costs valuation, where the costs
of using the good are analysed. For example, costs associated with travelling to a national park may be used
to derive the value people place on the visiting the park.
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SWB data provides a potential alternative approach based on people’s experience. There are
advantages and disadvantages of each non-market valuation approach. A brief summary is
provided in Table 3 below.

A key attraction of the SWB valuation approach is that it more directly estimates the impact
of an outcome; it does not rely on people’s preferences. The SWB valuation method also
helps to over-come other disadvantages of the more conventional approaches. An advantage
over revealed preference techniques is that it does not rely on any assumptions relating to the
markets of related goods.*! An advantage over stated preference techniques is that it does not

require individuals to put a value on the non-market outcomes in question, which may —
relative to evaluating their wellbeing — be much more difficult. For example, individuals
may struggle to place a value on a health (or social or environmental) state they have not

experienced.

Table 3: Relative benefits of non-market valuation approaches

Approach

Stated preference
methods

' Benefits

Wide application and specific
valuations

Allows exploration of the reasons
behind preferences

Method can be applied ex-ante (i.e. to
events that have not occurred)

Widely used and researched

Relatively easy to describe and explain

Issues / concerns ‘

Sources of biases in responses
including: hypothetical bias; protest
valuations; and other survey-related
biases.

There is a significant discrepancy
between results from WIP-WTA
studies

The approach is relatively costly

Revealed
Preference
Methods

Estimates based on real economic
choices

Cost-effective method

Subject to bias when thete are market
imperfections

Not appropriate for measuring non-
marginal changes

SWB approach

Cost-effective
Reasonably wide application
Fewer biases

No market structure assumptions

Difficulties in estimating the marginal
utility of income

Requires a strong connection with
SWB

Issues in dealing with adaptation.

Source: Adapted from Fujiwara and Campbell (2011).

There are also issues with the SWB valuation approach. The outcome being measured must
have a measureable impact on SWB. A particularly significant challenge with the SWB
valuation is in the measurement (and subsequent sensitivity) to the impact of income. This,
and to an extent other issues with the SWB valuation, led Fujiwara and Campbell (2011) to

41

For example, a common approach using revealed preference techniques is to base valuations on property

prices; however such an approach requires that property markets are in equilibrium.
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conclude that ‘existing valuations are probably not robust enough yet for use in Social Cost
Benefit Analysis’.

However, there are a number of ways in which SWB valuation approaches may be usefully
applied. First, SWB valuation may be used to complement and provide a basis of scrutiny to
other valuation techniques. Second, while the SWB valuation may not be appropriate for
determining financial values of non-market outcomes, it may have significant value in
determining their relative value or their value in terms of contribution to wellbeing.*> For
example, Dolan (2011, see Case example 4 below) used SWB to examine health outcomes.

Case example 4: Using SWB to rank health outcomes

A common approach to assessing the loss of quality of life of different health states involves
asking people to state preferences for hypothetical options with different potential health
risks. This approach (known as a standard-gamble approach) has led to formulation of
Quality Adjusted Life Years (QALYs). SWB has been used as an alternative to approach to
assessing the relative significance of different health states. Dolan (2007) compared the
standard gamble and life satisfaction (SWB) approaches. As shown in the figure below, the
loss of quality of life by health states varies substantially between the two approaches, with
mental health being much more important when evaluated on a SWB basis.

Figure 2: Loss of QALY by disease estimated using different approaches

Mental health 'You feel tense or
downhearted or low all of the time’

Vitality Vou have a lot of energy none of the
time’

Physical functioning Vour health limits you a
lot in bathing and dressing yvourself’

Role limitations You are limited in the kind
of work or other activities as a result of...

Pain You have pain thatinterferes with your
normal work extremely’

Social functioning Your health limits your
social activities all of the time’

0 0.05 O | Q.15 0.2

B ALY loss based on standard gamble preferences B QALY loss based on SWE

Source: Dolan (2011).

4 Subjective measures may provide a guide to the relative value of non-matket goods, even if absolute values

cannot yet be placed alongside market goods.
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3.2.3 SWB research to inform and guide policy and
programs

Because SWB is a direct measure of wellbeing, research on SWB can provide new insights
into wellbeing which may be used to inform and guide policy and programs. There are a
number of ways this may occur. For example, research on SWB may be used to:

*  Identify issues: For example, identify situations of low wellbeing
*  Analyse issues: For example, identify underlying causes of low wellbeing

*  Assess policies: For example, identify opportunities and risks associated with policies in
terms of their impact on wellbeing

*  Provide guidance on individual choices that are influenced by government.

Examples of these are discussed below.

Identify issues: situations of low wellbeing

A key use of SWB data is to identify situations and population groups that warrant attention
because they are associated with abnormally low wellbeing — that is, wellbeing that is
significantly below the normal range, or what may be predicted by other factors.+3

A simple approach is to examine data sources for cases of abnormally low-wellbeing. An
example is illustrated in Case example 5. As shown in the example, there are a number of
groups with abnormally low wellbeing; in particular carers of the disabled, who were the
subject of a specially commissioned survey. The results shown in this case example also
highlight the plight of the unemployed whose wellbeing is significantly below that which can
be explained by traditional economic measures (i.e. income).

The example shown involves a simple comparison of selected population groups. A more
sophisticated approach could involve multivariate regression including controls for other
factors such as age and income that are known to be correlated with SWB. A complementary
use of SWB research is to leverage existing research undertaken elsewhere.

Low wellbeing does not in itself provide a justification for government intervention. It is
necessary to consider the rationale for intervention; that is, why government involvement
can provide better outcomes than what individuals and societal groups can achieve. For
example, although a key finding is that being in a stable relationship is associated with high
wellbeing, it appears unlikely that direct government intervention is appropriate.*
Furthermore some causes of low wellbeing (e.g. personality factors) may be largely beyond
policy control. Nevertheless, wellbeing research can provide a starting point for identifying
issues that may warrant a government response or further research.

4 Of course, groups with abnormally high wellbeing ate also of interest.

4 However, some indirect policies may be appropriate such as relationship support services.
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Case example 5: Using the SWB to identify groups with abnormally low well-being

Figure 3 below illustrates an example based on the PWI. The figure shows the normal range
of the PWI from respondents to the AU-PWI and a number of groups obtained from the
AU-PWI and a special PWI survey conducted on carers. The figure highlights a number of
groups that have abnormally low SWB; that is much lower than the normal range.

The most notable result in the figure is the abnormally low wellbeing of carers — people,
usually family members, who provide support to other who have a disability, mental illness,
chronic condition, or who are frail aged.

Figure 3: Comparative average PWI scores for select population groups
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(N) (548) (2,148) (2,774) (752) (144) (134) (3,768)
Unemployed <$15K Live <$15K <$15K Alone g
alone and and and
Alone Unemployed Unemployed

Source: Cummins et al. (2007, page 4, Figure 2.1.1). The first six groups are drawn from a sample of
around 30000 respondents from the first 15 surveys of the AU-PWI. The results for the carers sample
are from a special survey conducted in July 2007.

Analyse issues: Causes of low SWB

A related use of SWB measures is to assess and analyse the causes of low SWB. This can be
achieved by examining correlations between SWB and potential drivers of low SWB. For
example, the specially commissioned survey on carers (refer Case example 5 above) included
questions on the nature and extent of care provided and the resources at the carer’s disposal.
Analysis was also conducted on how SWB for carers varied by circumstance, e.g. by age,
other demographics, and the extent of care they were required to provide.

Another contrasting example is recent work on the wellbeing of Indigenous Australians (see
Case example 6 below). The analysis was based on a mix of established data sets; in contrast
to the carer’s example, which was primarily based on a single tailored survey (with
comparison to an established data source).
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Case example 6: Analysis of Indigenous wellbeing

In 2010, supported by Commonwealth and State funding, the Centre for Aboriginal
Economic Policy Research (CAEPR) at the ANU began a detailed analysis of the 2008
NATSISS data-set. The analysis included substantial work on Indigenous wellbeing using
the NATSISS and other data-sets including the HILDA survey, the NATSIHS and LSAY
(see the Appendix for a description of these data sets).

The project led to a greater insight into wellbeing of Indigenous Australians relating to a
number of policy areas including health, employment (and the Community Development
Employment Projects (CDEP) scheme), crime, cultural maintenance and remote
communities.

The work on wellbeing was summarised in a thirteen-part lectures series that can be found
at: http://caeptr.anu.edu.au/population/lectures2011.php.

Potentially SWB measures may be used to understand in what circumstances government
policies are likely to be effective in changing wellbeing and how to tailor policies to achieve
the greatest return in wellbeing. For example, Figure 4 illustrates the importance of financial
resources to the wellbeing of different populations groups. The figure suggests that greater
returns to wellbeing will come from providing support to single-parents on low-incomes.*

Figure 4: SWB and income for select population groups
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Source: Cummins (2009). Vertical axis is SWB as measured using the AU-PWI.

4 Care is required in interpretation of the results presented. The graph represents a simple cross-tabulation of

income and household composition — it does not take into account other factors that may be correlated with
both income and SWB.
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Similarly analysis of SWB and causes may be used to identify where other policies (i.e. not
requiring financial support) may be most effective in improving wellbeing. For example, the
survey conducted on carers, referenced in Case example 5 above, examined the importance
of different types of support.

Assessing policies

A potentially valuable use of research on SWB is in assessing and designing policies and
programs.

For example, quantitative research on wellbeing may be used to identify potential impacts of
policy. For example, information illustrated in Figure 4 above, may be used in informing the
level of support that different groups receive.

Another simple and practical use is in qualitatively assessing risks and opportunities to
wellbeing of programs and policies based on SWB research. An applied example of this is
the Mental Wellbeing Impact Assessment tool developed in the UK (see Case example 7
below).

Case example 7: Mental Wellbeing Impact Assessment (MWIA)

The National MWIA Collaborative (England) published and advocates the use of a Mental
Wellbeing Impact Assessment (MWIA) toolkit that “enables people and organisations to
assess and improve a policy, programme, service or project to ensure it has a maximum
equitable impact on people’s mental wellbeing.”

The MWIA toolkit was developed by a partnership of specialists and organisations bringing
together mental health, well-being and health impact assessment knowledge and skills. There
has been a development process over seven years. A national collaborative steering group
oversees the development and implementation of MWIA, including capacity building and
policy development.

The toolkit includes a checklist of factors that may affect wellbeing to consider in developing
policy programs. For example, the toolkit includes a set of questions that may be used to
identify potential positive and negative impacts of polices (e.g. users of the toolkit are
encouraged to consider ‘Will [the| proposal enhance or diminish feelings of security,
significance, belonging and connection in young people?)’.

The MWIA has received a very positive reception and has now been used extensively in the
UK.

Soutrce: http://www.apho.org.uk/default.aspx?RID=70494
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Using SWB research to inform individual choice

Research into SWB provides potentially valuable information that may be used to improve
decision making for significant life choices, in particular where it is difficult to forecast what
life would be like under different circumstances. For example, research on SWB experienced
by people could be used to assess the likely impact to wellbeing of having additional children,
choosing a different work environment, moving location and different levels of retirement
saving. Decisions on such matters are difficult as people have limited opportunity to learn
from their own and others experience. Furthermore, as noted, in the previous section there
is substantial research that highlights people are poor at forecasting how they will adapt to
different situations.

The benefits of improved life choices largely accrue to individuals and, as such, it is
appropriate to consider the role of government in providing or using such information; for
example, we might question why, given the private benefits, an efficient market for providing
such information would not develop.

There are two broad rationales for government involvement. First, there are already many
situations where governments already influence individual choices through setting defaults
(e.g. superannuation retirement saving) or use of other ‘nudges’. Secondly markets may fail to
efficiently provide information due to the public good nature of information and/or the
transaction costs of efficient information provision.

3.2.4 Summary of SWB applications

A useful organising structure for considering how SWB measures can be used is to consider
their use across the policy process; that is, from the process of issue identification through to
policy evaluation.

There are different depictions of the policy process. A common depiction of the policy
process is the Australian Policy Cycle depicted in Figure 5 (Bridgeman and Davis 2004).46
The Australian Policy Cycle presents these phases of the policy process in terms of:

e Issue identification — issues ate selected for attention from the myriad of matters
pressed on government

*  Policy analysis — using research and logic to develop options for decision-maker
*  Policy instruments — considering the means to achieve government ends

. Consultation — testing policy with audiences outside the originating policymaking
department

46 A common alternative depiction is

*  Agenda setting, includes identifying the problem/demand, getting the problem to the “governing body’s”
attention, and refining the problem/demand to a policy issue through careful analysis of what is undetlying
the presenting problem.

*  Policy formulation including information collection, analysis, and dissemination; alternative development;
advocacy and coalition building; compromise, negotiation and, ultimately, decision.

*  Program implementation

*  Policy evaluation.

SWB and Policy Page 31
28 February 2013 10.23 AM



/3 sapere

#'~ research group

*  Coordination — achieve ‘tolerable compatibility’ across government activities in an
attempt to minimise harmful inconsistencies

*  Decision— analysts’ work is judged by the authoritative actors in the cycle

*  Implementation — ‘the machinery of government smoothly implements the Cabinet’s
wish—in theory’

*  Evaluation — during which the utility of policy is questioned.

As reflected in the figure the processisa  Figure 5: The Australian Policy Cycle

cycle. The stage of evaluation naturally
leads to identification of issues and
further policy analysis.

While in practice the formation of policy

may vary substantially from the rational

approaches described above, these

provide a useful framework for policy instruments

describing the ways in which SWB may implementation
be used.

The three key uses of SWB measures
described in the previous section
broadly align to the different stages of
the policy cycle. For example, program
evaluation using SWB measures clearly
aligns well with the ‘Evaluation’ stage of
the policy cycle.

Source: Bridgman & Davis, 2004

There are however, some additions and

modifications that are worth noting. For example, during the evaluation stage, research on
SWB measures may also be used to assess the significance of measured changes. These are
explored below and summarised in Table 4.
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Table 4: Potential application of SWB research across policy cycle

Stage

Issue
identification

‘ Application

Examine data sources, to identify groups and situations where wellbeing is
abnormally low (or high)

Leverage established SWB reseatch to identify likely causes, and situations, of
low wellbeing

Use SWB progress measures to identify adverse trends

Policy analysis

Use SWB as a common metric to weight or rank significance of issues

Use SWB research to understand underlying causes of low-wellbeing that may
have policy relevance

Undertake tailored surveys on specific issues to investigate factors affecting
wellbeing

Use SWB-valuation techniques to analyse issues

Policy
instruments

Use SWB research to identify policy instruments that are likely to impact
wellbeing

Evaluate alternative policy instruments based on impact to SWB e.g. to
estimate cost-benefit analysis of alternative interventions

Conduct detailed design on policy instruments using research on SWB

Consultation and

Seek coordination of SWB measurement and analysis across different agencies
and programs

coordination
. Improve consultation by providing an evidence base for policy/programs
based on wellbeing
. Use impact on SWB as basis for decision making
Decision
. Undertake opportunity and risk assessments of policies
Implementation
. Configure and refine policies for maximum benefits e.g. in setting defaults,
based on SWB research
*  Estimate performance and impact of programs based on changes in SWB
Evaluation

Evaluate programs based on relative impact on SWB

Establish SWB as a general progress measure
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3.3 Practical application

Practical application of SWB for policy purposes requires analysis of SWB measures, which
in turn requires SWB data and resources to review, undertake, or apply analysis. This section
considers some of the practical issues in doing so.

Broadly there are three ways in which SWB information can be used for research and policy
services. In order of increasing cost and time, the options are:

1. Leverage the existing research undertaken.
2. Conduct new analysis on:
(a) established data-sets

(b) on tailored (bespoke) surveys.

3.3.1 Leveraging existing research

There has been a wealth of research that has examined causes and correlates on SWB. The
abstracts of most studies can be found in the World Database of Happiness (Veenhoven
2012). The database is described as ‘an ongoing register of scientific research on the
subjective enjoyment of life.” At the time of writing the database held information on over
15000 correlation research findings, observed from over 1400 studies.” The Australian
Centre for Quality of Life (ACQOL) also maintains a database of useful publications.

3.3.2 Data sources

Established surveys capturing SWB in NSW

In Australia there are a number of established surveys that include SWB measures. The main
public surveys are summarised in Table 5 in Appendix 1 . These main broad-population
surveys are:

*  Household, Income and Labour Dynamics in Australia (HILDA) Survey
longitudinal survey that has been operating since 2001.

a

*  Australian Unity Personal Wellbeing Index (AU-PWI) — a cross-sectional survey
applied twice annually since 2001.

e The Australian Bureau of Statistics (ABS) General Social Survey (GSS) — a cross-
sectional survey applied every 4 years (but with SWB only in the most recent survey).

In addition, there are a number of population specific surveys. These include:*

*  ABS National Aboriginal and Torres Strait Islander Social Survey (NATSISS) — a
survey of Aboriginal and Torres Strait Islander populations for a wide range of areas of

47 Reported as at 1 January 2012; about half as many eligible findings have not yet been entered.

4 In addition there are surveys conducted outside of NSW. Most notably Community Indicators Victoria, see

Case example 2 on page 22.
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social concern including health, education, culture and labour force participation.
Conducted in 2002 and 2008.

*  Longitudinal Surveys of Australian Youth (LSAY) — a longitudinal survey since 1995
that tracks young people from around age 15 to 25 years with a new cohort set started
each 3 years.

*  The Hunter Valley Research Foundation Wellbeing Watch (HVWW) — a cross-
sectional survey of residents in the Hunter Region and some NSW residents.

*  The City of Sydney, 2011 Residential Surveys include some measures of SWB.
Additional detail about each of these can be found in Appendix 1.

Each survey has its unique features that may make it applicable for some uses. Key
distinguishing features include:

o The population covered. Some surveys used (the AU-PWI and HILDA) are based on the
general adult population. Others are specific to population groups (e.g. youth or
Indigenous). Of note the NATSISS has good coverage across all ages.

o The SWB measures (i.e. the survey instruments used). Most surveys include some measure
of life satisfaction.

o The survey approach; whether the survey is longitudinal (i.e. repeated observations on
individual respondents, e.g. HILDA) or cross-sectional (with a new random sample
selected in each survey, e.g. AU-PWI).

o The other information captured in the survey. For example, other social-economic factors.

o The accessibility of the data. Generally confidentialised unit records ate available for
download from most data-sets. However ABS data surveys are generally only available
through submitting code to the ABS’s Remote Access Data Laboratory, which, as noted
by Biddle (2011), can be limiting.

An alternative to using the public sutveys is to use commissioned sutveys. This may be
necessary to target specific population groups (e.g. program participants) and/or include
specific control variables.

Finally, it is possible to influence the content/focus of the public surveys that are
undertaken. For example, in surveys such as HILDA, supplementary questions are included
in each wave. The time from consideration of new questions to the data being available can
be several years. However, while this process may be slow, it has the advantage of being a
very cost-effective.

Other Australian data sources

There ate a few other Australian data sources outside of NSW that contain SWB
information. For example, Community Indicators Victoria includes the results of the PWI
from a survey on 24,900 Victorians.

There are other surveys that have included subjective measures related to wellbeing. In
particular there are health surveys that capture subjective measures of physical and mental
health. Of note, these include:

°  NSW Health conduct yearly health surveys (see http://www.health.nsw.gov.au/surveys)

on Adults, School students and Children. The surveys include some subjective measures
of health and mental health but no measures of life satisfaction or positive affect.
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The ABS Australian Health Survey (See www.abs.gov.au, catalogue number
4364.0.55.001is a general population survey includes questions from the Kessler
Psychological Distress Scale.

The ABS National Aboriginal and Torres Strait Islander Health Survey (NATSIHS),
(See www.abs.gov.au, catalogue number 4715.0) is a survey of the health circumstances
of Indigenous Australians from remote and non-remote areas across Australia.
Conducted in 2004-05. The SWB measures captured are selected questions from the
SF-306 (4 positive aspects of social and emotional wellbeing) and the Kessler
Psychological Distress Scale.

There are other surveys that include a range of subjective measures related to wellbeing.

These include, for example, measures of financial stress contained in the ABS Household
Expenditure Survey.

Other data sources of data and information

There are a large number of other surveys conducted international. The ACQOL provides a
list of data-sources.* Notable data soutces include:

Eurobarometer data, a series of cross-sectional survey collecting data on life satisfaction
since 1972 for an increasing number of countries along with the entry of new member
states to the European Union.

European Community Household Panel, a longitudinal study since 1994

German Socioeconomic Panel is one of the longest running surveys of SWB. Itis a
representative longitudinal survey of approximately 11000 private households in the
Federal Republic of Germany from 1984 (and eastern German Linder since 1990).

The UK Office of National Statistics (ONS). In November 2010, the ONS set up the
Measuring National Wellbeing programme to ‘develop and publish an accepted and
trusted set of National Statistics which help people understand and monitor wellbeing’.
In April 2011, ONS included SWB questions for the first time in the constituent
household surveys. The SWB questions cover 'evaluative', 'eudemonic’ and 'experience’
approaches. (Source: www.ons.gov.uk).

49

See http://www.deakin.edu.au/research/acqol/data-sites/.
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Commissioning surveys

For many purposes such as ongoing progress measurement, analysis of the impact of specific
programs and population groups, existing established data-sources will be insufficient. In such case
specific surveys may be undertaken.>

Conducting surveys on SWB can be reasonably straight-forward. The set of SWB questions
themselves take a short time to administer (e.g. less than a minute) and can be generally
administered using any mode (e.g. internet, telephone, face to face)’' and administration can be
outsourced to a market research firm.5

A key issue in establishing a survey is deciding on the measure of SWB. For consistency with other
surveys it is desirable to use an existing SWB question set.>® Given the rapidly growing application
of SWB in surveys, there would be benefit from coordination and standardisation of the survey
instruments used. However, as noted eatlier, there is no agreed standard SWB instrument. There is
also a risk that standardisation hampers innovation.

Within Australia, there is little consistency. The PWI, which is also used internationally, is perhaps
the most frequently used instrument but it has not been the SWB measure of choice for a number
of national data sources. In some cases consistency is compromised to meet other requirements.
For example, due to time requirements and in order to maintain consistency with other questions,
the HVWW (see Case example 1 on page 21) used only a subset of the questions contained in PWI
and used a 5 point (rather than 11 point) scale. There are also other instruments that have been
applied or been strongly advocated internationally.

The time and cost to undertake a commissioned survey will depend significantly on circumstance.
As with all surveys, there can be additional requirements and complications. Generally a broader
range of questions (e.g. demographic and other control questions) will need to be asked (again
preferably to be consistent with other established sources). Design and testing of the survey can be
a significant cost factor.

The costs of administrating the survey will depend on a number of factors including:

*  The costs of recruiting survey participants.

°  The mode of administration (e.g. whether internet, phone or face to face survey is used). For
some population groups including young people and those with disabilities, face to face
interviews are necessary.>*

*  The survey length (which can affect recruitment costs). It is likely that a minimum length
survey will be 20 to 30 questions and take at least 8 to 10 minutes.5

50 Another alternative is to supplement existing surveys. For example, Carers Australia commissioned a supplementary
study to the AU-PWI to target carers of the disabled.

51 As noted earlier, care is required as the mode of administration appeats to be important.

52 For example, implementation of the HILDA survey is current outsourced to Roy Morgan Research.
53 For the use of some SWB instruments a licence fee may apply.

5% As noted above the mode of administration can influence results (Dolan and Kavetsos, 2012).

5 The HVREF reports that the average interview length was 15 minutes and the overall response rate for the study was
61 per cent (Hunter Valley Research Foundation, 2011).
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3.3.3 Considerations and issues in using SWB measures

In using SWB measures, there are a number of considerations and issues.

First, the research on wellbeing is a rapidly developing field; while there are some very clear
conclusions, there is some uncertainty as to the influence of some factors. There is a risk that SWB
measures are used to justify pre-determined views rather than inform and guide policy. For this
reason, it is preferable that consideration of SWB be used eatly in the policy process.

Second, there are a number of methodological challenges in collecting and analysing SWB
measures. While this can be true with any measure, there are some particular considerations when
using SWB measures. For example, being subjective, SWB responses may be influenced by the
context, question order, question wording and interview mode. As such, care is required in
designing and administering surveys and interpreting survey responses.>

Analysis of SWB can be challenging due to the complex relationship of SWB to other factors.
There are a broad range of influences on wellbeing which makes it relatively difficult to isolate the
impact of a particular factor. Furthermore, there is the challenge of reverse causality; whereby
wellbeing is also a predictor of a factor of interest.5” As a result, multivariate analysis may be
required to isolate the impact of factors of interest.’® This may be less of an issue for evaluating
programs where there is little change to other factors.

Third, there are some practical issues. Given the broad range of factors affecting wellbeing, it may
be rare that an existing data source will be sufficient. There can be significant costs in designing and
commissioning additional surveys and conducting analysis.

An important limitation is that there is no established standard for SWB measures. As a result, there
is a risk that results from surveys will not be comparable with other sources. While some
standardisation is desirable, there are some challenges: there is no agreement internationally or
within Australia as to what should be measured and different survey needs have different
requirements.

3.4 Conclusions and recommendations

There is now general consensus that SWB measures capture important information not contained
within traditional measures. As such, the insights from SWB research are likely to be of relevance to
all government services and policies that are concerned with individual wellbeing. Consistent with
the recommendation of the Stiglitz-Sen-Fitoussi commission (Stiglitz et al. 2009), SWB should be

5 A concern raised about the usefulness of SWB measures is that the results are not cardinal; that is, for example a
using a scale 0 to 10, nothing can be inferred about the difference between two integer responses. A lack of
cardinality is potentially limiting issue for undertaking some research. However, Kristoffersen (2009) notes that
evidence suggests that people interpret the scales as being cardinal and that most common statistical analysis it is
reasonable to assume cardinal measurement.

57 For example, in addition to unemployment being a determinant of wellbeing, wellbeing may be a predictor of
unemployment.

5 For example, to analyse the impact of loss of income due to unemployment on wellbeing it is necessaty to consider
other factors related to unemployment such as health, relationships and education.
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considered as a key progress measure alongside objective measures. This recommendation is
relevant to all levels of government.
There are some situations in which SWB will be of greater relevance.
*  Inidentifying and analysing issues of vulnerable people who have abnormally low wellbeing.
*  For work on policies and programs that directly impact on wellbeing, in particular:

—  In prioritising issues, policies and programs in terms of their impact on wellbeing

—  In assessing risks and opportunities to policies and programs.

—  In evaluating programs that aim to directly address causes of low wellbeing.
*  In analysing situations where preferences are difficult to measure and/or likely to be

unreliable.

There are some limitations in using SWB measures and there is general consensus that SWB
measures alone are not sufficient for measuring wellbeing and progress. For example, SWB
measures will be of lesser use when the key impacts are over the longer term such as is the case for
preventative smoking; or environmental degradation.

It is appropriate that each area of government evaluate its own needs as the relevance and
importance of SWB measures will vary by use and circumstance. Some generic steps for conducting
an initial assessment of need and opportunities are as follows:

1. Review implications of existing wellbeing research

(a) Conduct a literature review of existing research findings on wellbeing that are relevant to
the area of government

(b) In the light of this research, review existing policies and programs for potential
implications and areas for further research and monitoring.

2. Review information and analysis strategy for use of SWB measures
(a) Review established SWB data sources against needs
(b) Review existing surveys and other opportunities to capture SWB to address identified
gaps
(c) Review resources required to analyse and apply SWB information.

There is also a need for some coordination across government agencies. In particular:

*  Development of a broader strategy for information collection. As noted eatlier, there is a need
to consider coordination and standardisation of SWB measurement across government areas.

*  Development of standards for analysis and assessment. For example, for purposes of assessing
priorities on the basis of improvements to wellbeing there is benefit of having consistency
across agencies.

°  Development of common tools and resources. These might include, for example:
— A wellbeing assessment toolkit (potentially similar to that described in Case example 7).

—  Toolkits and directories of resources to support analysis.
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Table 5: Key SWB data-sources with NSW information

Period / frequency Bi-annual since Since 2001 Conducted First cohort in 1995. | 2002 and 2008 2006, 2007, 2009 2011
2001 every 4 years Cohorts surveyed and in-progress Expected to be
Only 2010 has yeatly for 12 years. annual
SWB data New cohort every 3
years

Longitudinal Yes Yes No Yes No No No
Respondents; ~2000 annually | >12000 aged | 15,028 adults | 6 Cohort groups >13000 2000 adults in each | 8000 residents
(in initial wave if aged18+ 18+ >10000 from ages Indigenous wave, 1500 from

e . . Not a random
longitudinal) . 15-24 across multiple | Hunter Region, 500 .

>34000 in total selection
age groups from NSW
SWB measures
- Evaluative (domains) | Overall + PWI | Y+8 domains | Y Y+ 10 domains N Y + 2 domains PWI (5 point scale)
- Emotional experience | N N Y Y Y Y N
Mode of administration Telephone Face to face, Face to face Telephone Face to face Telephone Mixed
some phone

Source: Technical documentation of data sources, Biddle (2011b).
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The Australian Unity Personal Wellbeing Index (AU-PWTI)

The Australian Unity Personal Wellbeing Index (AU-PWI) refers to a measure of personal
wellbeing based on a twice yearly survey using the PWI set of questions. The survey is also
used to capture information to form a National Wellbeing Index, which is the average level
of satisfaction across six aspects of national life (increased from three in the first survey).
The wellbeing surveys also include two general questions about satisfaction with personal life
and life in Australia overall, and two trend questions on whether personal life and national
life are getting better or worse.

The AU-PWI is based on twice yeatly surveys since 2001 of around 2000 adults. The same
core questions are asked in each survey so that the Index can be reported regulatly.
However, each survey includes additional questions to allow specific aspects of life — either
personal or national — to be explored in finer detail, or to examine other issues. These
questions change from survey to survey.

The PWI is constructed as the average measure from satisfaction measured across seven or
eight domains captured on an 11 point scale (a 0-10 Likert Response Scale, from 0-
Completely dissatisfied to 10 — Completely Satisfied). The questions are:

How satisfied are you with...?

. your standard of living? [Standard of Living]

. your health?  [Personal Health]

. what you are achieving in life? [Achieving in Life]

. your personal relationships? [Personal Relationships]

. how safe you feel?  [Personal Safety]

. feeling part of your community? [Community-Connectedness]

. your future security? [Future Security]

o e I e S B O N S

. your spirituality or religion?”  [Spirituality — Religion]*
If the last item is deemed to be not-applicable then the PWI is constructed as the

average over the first seven items.

An additional question life-as-a-whole question is generally asked “Thinking about your
own life and personal circumstances, how satisfied are you with your life as a whole?”.

The domains have been selected as reflecting the first-level deconstruction of satisfaction
with ‘Life as a Whole’; that is each question aims to captures a unique aspect of life
satisfaction and collectively they capture the main sources of variation.

The PWI is primarily used on the adult population (referred to as PWI-A), however variants
have been designed for used with school-age children and adolescents, pre-school age
children and people who have an intellectual disability or other form of cognitive
impairment. The variants of the PWI are:

°  PWI-A: designed for use with the general adult population, aged at least 18 years.

*  PWI- SC: designed for use with school-age children and adolescents.

*  PWI-PS: designed for use with pre-school age children.
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*  PWI-ID: designed for use with people who have an intellectual disability or other form
of cognitive impairment.

Detail response information from the AU-PWI can be freely downloaded for use.
Further information can be found at:

http://www.deakin.edu.au/research /acqol/auwbi/index.ph

The Household, Income and Labour Dynamics in Australia
(HILDA) Survey

See (www.melbourneinstitute.com/hilda/)

The Household, Income and Labour Dynamics in Australia (HILDA) survey is a household-
based panel study which began in 2001.

It collects information about economic and subjective well-being, labour market dynamics
and family dynamics. It has the following key features:
*  Special questionnaire modules are included each wave.

*  The wave 1 panel consisted of 7,682 households and 19,914 individuals. In wave 11 this
was topped up with an additional 2,153 households and 5,477 individuals.

* Interviews are conducted annually with all adult members of each household.
*  The panel members are followed over time.

*  The funding has been guaranteed for sixteen waves, though the survey is designed to
continue for longer than this.

*  Academic and other researchers can apply to use the General Release datasets for their
research.

The HILDA Survey was initiated, and is funded, by the Australian Government through the
Department of Families, Housing, Community Services and Indigenous Affairs (FaHCSIA).
Responsibility for the design and management of the survey rests with the Melbourne
Institute of Applied Economic and Social Research at the University of Melbourne.

Data collection for waves 9 to 12 is being undertaken by Roy Morgan Research (a private
market research company). The Nielsen Company collected waves 1 to 8.

The HILDA Survey is based on similar studies conducted in both Germany and the UK (the
German Socio-Economic Panel and the British Household Panel Survey respectively).

The HILDA Survey includes a number of SWB measures. (See the questionnaire available at
www.melbourneinstitute.com/hilda/ for exact format) These include:

*  How satisfied or dissatisfied are you with [the following domains in your life] (on a scale

0 and 10)

—  The home in which you live

—  Your employment opportunities
—  Your financial situation

—  How safe you feel

—  Feeling part of your local community
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—  Your health

—  The neighbourhood in which you live

—  The amount of free time you have
. “All things considered, how satisfied are you with your life?” (on a scale 0 and 10)
*  How important each of the above domains are — on a scale between 0 and 10.

*  How satisfied or dissatisfied are you with aspects of your job.

General Social Survey (GSS)

The Australian Bureau of Statistics (ABS) General Social Survey (GSS) is multifaceted survey
that has been conducted every 4 years. In the most recent survey (2010, the third survey) a
question relating to life satisfaction was included that asked:

How do you feel about your life as a whole, taking into account what has happened in
the last year and what you expect to happen in the future?

1 — Delighted; 2 — Please; - Mostly satisfied; 4 — Mixed; 5 - Mostly dissatisfied; 6 —
Unhappy; 7 — Terrible; 8 - Don’t know; 9 — Refused

An advantage of the GSS is that the sutvey includes a large range of social indicators
including questions regarding: health, work and family life; community involvement, and
volunteering; social networks, support, and trust; crime and safety; access to services;
financial stress and income; housing mobility and homelessness; transport and I'T use.

It is also a relatively large sample: The most recent survey covered 15,028 adults.

Longitudinal Surveys of Australian Youth (LSAY)

LSAY — funded by the Australian Government Department of Education, Employment
and Workplace Relations (DEEWR) with support from state and territory governments — is
a research program that tracks young people from around age 15 to 25 years and captures
information on how they move from school to post-school destinations. It uses large,
nationally representative samples of young people and covers a wide range of education,
employment and social aspects of the school-to-work transition.

Survey participants (collectively known as a 'cohort’) enter the study when they turn 15 years
of age, or in Year 9 (prior to 2003). Studies began in 1995 (Y95 cohortt), 1998 (Y98 cohort),
2003 (Y03 cohort), 2006 (Y06 cohort) and more recently in 2009 (Y09 cohort). Over 10000

students start out in each cohort.
Respondents are asked to indicate (on a scale 0-10) how happy they are with different
aspects of their life being:

a. Your future

b. The work you do, at study, at home or in a job

c. What you do in your spare time

d. How you get on with people in general

e. The money you get each week

f. Your social life
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g. Your independence - being able to do what you want
h. Your career prospects

i. Your life at home

j- Your standard of living

k. Where you live

1. Your life as a whole.

National Aboriginal and Torres Strait Islander Social Survey
(NATSISS)
See http://www.abs.gov.au/AUSSTATS /abs@.nsf/mf/4714.0

The ABS National Aboriginal and Torres Strait Islander Social Survey (NATSISS) provides
information about the Aboriginal and Torres Strait Islander populations of Australia for a
wide range of areas of social concern including health, education, culture and labour force
participation.

The survey has been conducted twice: A 2002 survey conducted between August 2002 and
April 2003; and a 2008 survey was conducted between August 2008 and April 2009. The
2008 survey included for the first time children aged under 15.

Several measures, designed to provide a broad understanding of social and emotional
wellbeing, were collected in the 2008 NATSISS. The two SWB measures include:

. Psychological distress; and

*  Feelings of happiness and energy levels.

Psychological distress was captured using the Kessler-5 (K5) measure of psychological
distress is a subset of five questions from the Kessler Psychological Distress Scale-10 (K10).

People aged 15 years and over were asked about how often in the four weeks prior to
interview they felt:

°  nervous;

. without hope;

*  restless or jumpy;

*  everything was an effort; and

* 5o sad that nothing could cheer them up.

Feelings of happiness and energy levels were captured using the Short Form 36 (SF-30), an
international survey instrument containing questions which provide an indication of general

health status. People aged 15 years and over were asked about their feelings in the four
weeks prior to interview and how often they:

. felt calm and peaceful;

*  had been a happy person;
. felt full of life; and

*  had alot of energy.
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National Aboriginal and Torres Strait Islander Health Survey
(NATSIHS)

NATSIHS provides information about the health circumstances of Indigenous Australians
from remote and non-remote areas across Australia, and about how these circumstances
have changed compared with results from Indigenous components of the 1995 and 2001
National Health Surveys (NHS(I)). In this publication summary health status and health risk
characteristics are also compared with results from the 2002 National Aboriginal and Torres
Strait Islander Social Survey (NATSISS). The NATSIHS also provides for comparison with
results for non-Indigenous Australians from the 2001 and 2004—05 NHSs.

The 2004-05 NATSIHS collected information from 10,439 Indigenous Australians. It is
planned to repeat the NATSIHS at six-yeatly intervals as part of a cycle of Indigenous
household surveys. Together with the six-yearly NATSISS, conducted between each
NATSIHS cycle, this will provide a wide range of regular information about the health
circumstances and outcomes of Aboriginal and Torres Strait Islander peoples.

The SWB measures captured are selected questions from the SF-36 (4 positive aspects of
social and emotional wellbeing) and the Kessler Psychological Distress Scale.

Hunter Valley Wellbeing Watch (HVWW)

www.hvrf.com.au/download-publications /wellbeing-watch

The Hunter Valley Wellbeing Watch (HVWW) is a research program which commenced in
2006. It aims to assess the quality of life in the Hunter, explain trends in how people live and
provide an understanding of the influences on wellbeing and how regional wellbeing can be
improved.

Wellbeing Watch is based on the results from a telephone survey of 2000 households
conducted every two years and will ultimately help answer an underlying research question: is
life in the Hunter Region improving?

This study captures SWB by asking the following six questions (on a 5 point scale):

*  Overall, how happy or unhappy are you with the circumstances of your life in the past
four weeks?

e If youlooked back on your life now, how satisfied would you be with what you have
achieved?

*  Overall, how valued do you feel by those who know you?
°  How satisfied are you with your current standard of living?
*  How optimistic are you about your future?

*  How satisfied are you with your life as a whole?

The City of Sydney, 2011 Residential Surveys

In 2011, the City of Sydney conducted Household and Residential Surveys that captured
information on a broad range of issues related to community wellbeing. The Residential
Survey contained questions on SWB that are aligned with the PWI.

There are, however, limitations to the use of the SWB information. While the SWB questions
are identical to the PWI, a 5 point (rather than the standard 11 point) scale was used. A
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further issue is that a random population sampling method was not used to capture
information.

On 18 June 2012, Council resolved to adopt the City of Sydney Community Wellbeing
Indicators, which included a recommendation for annual collection of SWB as measured by
the PWL

For more information on the 2011 surveys see

http://www.cityofsvdney.nsw.gov.au/AboutSydney/CityResearch /Household AndResidenti
alSurveys.asp

For more information about City of Sydney’s Community Wellbeing Indicators see:
http://www.cityofsydney.nsw.gov.au/AboutSydney/CityResearch /CityOfSydney/Communi

tyWellbeingIndicators.asp
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Appendix 2 Findings from SWB
studies

Table 6: Summary of findings from SWB research (Stoll et al. 2012)
Area ' Key findings

*  Across countries, higher income nations generally experience higher average levels of SWB
Economy at any given point in time (cross-sectional data).

. The correlation across countries between high national income and wellbeing is substantially
reduced once quality of government, democracy and social capital is controlled for.

*  Within countries, individual income and life satisfaction are positively related at any point in
time (cross-sectional data).

. However, at any given time, once a certain level of income (which varies from country to
country) has been reached, the relationship between an individual’s income and wellbeing
within a country weakens.

e Across developed nations there is not always a relationship between changes in national
income and changes in levels of wellbeing over time (longitudinal data) — suggesting that
once a certain level of national income per capita has been reached (which varies from
country to country) general increases in national income per capita do not necessatily
translate into substantial increases in SWB.

. Relative income has been found to have a substantial and important effect on wellbeing and
explains much of the income-wellbeing relationship.

*  The satisfaction with life measure and Cantril’s Ladder seem to be more strongly related to
income than other measures of wellbeing, for example overall happiness or ‘emotional
wellbeing’.

. Higher income-growth countries seem to experience higher levels of SWB although this
relationship is complex and depends on the national income per capita.

. At the individual level, lower household income appears to lead to lower children’s
wellbeing.

e Although not wholly conclusive, evidence suggests that a higher level of income inequality
in a country seems to reduce the average SWB of its citizens.

. Higher public spending and benefit entitlements appear to be associated with higher
wellbeing at the national level.

. In Europe, thete is a positive relationship between child wellbeing and both national
spending on family services and benefits, and GDP.

. Unemployment is strongly negatively correlated with various measures of SWB. This
relationship exists over a range of national and international datasets.

. Unemployment is negatively associated with wellbeing across a range of nations but the size
of its effect seems to vary across countries and across studies.

e Although some people with lower wellbeing may be more likely to become unemployed,
these ‘selection effects’ do not explain the size of the relationship between unemployment
and wellbeing,

e Although people may adapt somewhat to being unemployed, the effect does not seem to
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Key findings

completely disappear.

The loss of wellbeing far exceeds that expected from the reduction in income associated
with unemployment.

National and regional unemployment rates have been found to reduce SWB.

However the effects of individual unemployment on wellbeing seem to be partially
‘neutralised’ in high-unemployment regions.

After controlling for individual personal characteristics, inflation has been found to have a
consistent negative effect on individuals’ wellbeing.

There appears to be a positive effect of being self-employed on wellbeing, but the evidence
is mixed.

When workers function well and feel secure in their job they are more satisfied with their
work.

There seems to be a U-shaped relationship between hours worked and SWB.

In general, credit card and ‘unmanageable’ debt is associated with lower wellbeing. This
relationship, however, does not hold for mortgages or investment debts.

Commuting is associated with negative affect and a reduction in life satisfaction.

Community:

Strong social networks and time spent socialising are positively associated with SWB.

There appears to be a positive relationship between volunteering and SWB, and altruistic
behaviour promotes SWB.

There is a positive relationship between SWB and membership of (non-church)
organisations.

Regular engagement in religious activities is positively related to wellbeing.

Social trust (trust in other people) is found to be associated with higher life satisfaction and
happiness, and a lower probability of suicide.

Trust in key public institutions — for example, government, the police and the legal system —
is associated with higher life satisfaction.

There is a positive link between democracy and life satisfaction.
Being single is worse for wellbeing than being in a stable relationship.

Family conflict is associated with lower children’s wellbeing.

Health

Poor self-reported health is associated with lower SWB and better self-reported health is
associated with higher SWB.

Poor objective health and disability are associated with lower SWB, although this
relationship is weaker than that of self-reported health and SWB.

Although people may adapt somewhat to chronic illness, complete adaptation does not
seem to occut.

Higher SWB is associated with improved health and longevity.

Psychological health has a very strong relationship with SWB, and seems to be more highly
cotrelated with wellbeing than physical health.
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Area Key findings
. Physical activity has a beneficial effect on wellbeing (as well as on health).
e Sleep problems are associated with lower life satisfaction, lower happiness and a reduction

in other measures of SWB.

. In addition, optimum sleep levels are associated with positive benefits to most of the
measures of SWB.

Education . Many (but not all) studies have found that more education is often associated with higher

and care: SWB, when controlling for other variables (particularly income and health).
. However, some studies reveal no significant relationship or a negative relationship between
education level and wellbeing, and in several cases it appears the relationship is non-linear.

*  There is a positive association between positive features of children’s learning environments
and their wellbeing.

. More time spent in informal care-giving is associated with lower SWB.

. Living in a deprived area, even after controlling for income, is detrimental to life satisfaction

The. built and affects other dimensions of wellbeing.
environment
. A positive perception of the surrounding landscape is linked to other dimensions of
wellbeing.
*  Natural landscapes appear to be more restorative than urban ones.

e There is evidence that aspects of neighbourhoods such as ‘walkability’ and street layout are
positively related to wellbeing; it seems likely that this relationship operates indirectly via
benefits to social capital for residents.

. High housing quality is positively associated with wellbeing; low housing quality is
associated with lower wellbeing and psychological stress.

*  Multi-dwelling housing is associated with adverse psychological health.
. Overcrowding is associated with lower wellbeing,.

*  Living on a higher floor level is associated with lower wellbeing.

. Home ownership is associated with higher wellbeing; renting is associated with lower
wellbeing.
. SWB appears to be lower in more densely populated areas and higher in rural areas.

*  The concentration of air pollutants in the region where an individual lives has a negative
impact on SWB.

. Noise pollution is associated with lower SWB.

. Crime is negatively associated with wellbeing, both for victims and for residents in areas of
high crime rates.

. Climate has an effect on SWB and extreme weather is detrimental to wellbeing.

*  There is a U-shaped relationship between age and SWB: as young people grow older their
Personal SWB reduces, until a wellbeing minimum is reached between the ages of 35 and 50, and

characteristic after that age SWB increases again.
s
*  There are international differences in SWB across genders.
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Area Key findings

. Race is an important predictor of current happiness and life satisfaction in the United States,
where the White population has higher levels of average wellbeing than the Black
population. However, the lack evidence from other countries means this cannot be
generalised to Europe and other regions.

. Studies suggest that up to half of the variation in SWB between individuals can be explained
by genetics.

. Personality traits are strongly related to SWB

e 'There is a negative relationship between materialist values and SWB.

Source: Stoll et al. (2012)
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