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ABSTRACT:

This investigation was concerned with providing a rationale for the understanding and
measurement of quality of 1ife. The investige
Four-Qualities-of-Life Framework. Its main purpose is to bring order to the vast literature on

measuring quality of life; another purpose is to provide a richer framework to guide public policy

in the procurement of a better society. The framework is used to assess quality of life in Latin

America; the purpose of this exercise is to illustrate the utility of the framework and to show the

importance of conceptualizing what quality of life is before any attempt to measure it is

undertaken.
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PUBLIC-POLICY LESSONS:

The four-qualities-of-life framework makes distinction between chances and results is useful for
public policy. Chances belong to the space for public-policy immediate action, while results
constitute the final motivation of public-policy. It is expected for governments and other
institutions to act on quality-of-life chances and to monitor their evolution; however, a final
evaluation of public policies must take into consideration their final motivation, this is: the
evolution of quality-of-life results.

The four-qualities-of-l i f e framework focuses on assessi
rather than on explaining it.

The four-qualities-of-life framework recognizes the complexity and richness of human
beings and of their lives; thus, it calls for a broader scope in public-policy design and evaluation.
Public-policy deliberations should no longer be narrow-focused on how income evolves, but they
should take into consideration other relevant
how the production of relationalgoods 1 s modi fi ed, what happens
how their satisfaction in domains of life changes, what happens with availability of free time and
with volunteerism, and so on.

The four-qualities-of-life framework calls for public policy to influence quality-of-life
chances, but its final purpose should be to enhance quality-of-life results. As such, the
recommended policies that emerge from this framework may substantially differ with respect to
standard-economic advice based on increasing income and with respect to the capabilities
framework. For example, education acquires a completely different role within the four-
qualities-of-life framework; while education is associated to human capital in the current
dominant rationales who are worriekdabout a personés <capacity to
and to increase her income, the framework is worry about an education that provides the skills
for having a life that is satisfactory for the person and that can contribute to the well-being of
others. It is clear that educational skills that are required to maximize income earnings are not
similar to those that are required to have a satisfactory relationship with others in society.
Another example, the four-qualities-of-life also implies a different understanding of
interpersonal relations; while current rationales are concerned about how human relations foster
social capital so that societies can grow faster; the framework sees intrinsic value in human
relations, as they contribute to the production of relational goods and to satisfaction with life.

The quality-of-life concept also demands reconsideration of the scope of public policy.
The concept demands from public policy to take into consideration its impact on many domains
of a p er soodrhé econdmic domainbaewell as on many aspects where human beings
are being human beyond the consumption aspect.



It was shown that quality of life and indicators such as GDP per capita and the Human
Development Index are not strongly correlated. Thus, quality of life introduces a new set of
considerations and information into the scope of public-policy concerns. The paper shows that
further efforts are needed to gather relevant information to assess quality of life. Current official
statistics are centered in gathering income-related information such as inflation rates and
consumption expenditure; however, there is little information, and practically no time-series
information, about such relevant issues as satisfaction of psychological needs, production of
relational goods, time allocated to volunteerism, satisfaction with life, affective states and so on.
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The Measurement of Quality of Life Conceptualization ComesFirst .
A Four-Qualities-of-Life Conceptual Framework and an lllustration to Latin America

Mariano Rojas
Facultad Latinoamericana de {&ncias Sociales, Sede Méxi&o Universidad Popular
Autonoma del Estado de PuehlMexico

Where is thavisdom we have lost in knowledge?

Where is th&knowledge we have lost in information?

T.S.Eliot, Choruses fromhe Rock

1. INTRODUCTION

Quality of life is a widely used concept. It is used by common people as well as by
governments and local and international organizations. It usually refers to a life which is
considered as a good one, well-lived, and being of value. It may also refer to the presence of
those conditions that favor such a good life.

Quality of life is also a globally accepted aspiration. People are expected to undertake
actions that enhance the quality of their lives; there is little debate about their right to do so, since
it is widely presumed Teven as a self-evident truth- that the pursuit of a life of quality is an
unalienable right. It is also expected from governments as well as from local and international
organizationstohol d t he enhancement o top ppicrity pndl & ndais
justification for their actions.

Being an umbrella concept, quality of life is difficult to define. Most efforts have
concentrated in measuring quality of life rather than in discussing its conception. This is another
case in which rather that discussing what a concept means, researchers hope for its measurement
to suffice in providing a definition. In consequence, the concept ends up being defined by how it
is measured, and the debate -and most efforts- focus on such measurement problems as
availability of variables, construction and properties of indices, definition of weights, and use of
dimension-reduction techniques, rather than on what quality of life is.

This paper recognizes the importance of measurement and the relevance of discussing
measurement problems and techniques; but it argues that conceptualization must come first. In
other words, thinking about what quality of life is and providing a rationale for its assessment
must precede and shape up its measurement; in T.S. Eliot words: wisdom must precede
knowledge, and knowledge must precede information. Thus, rather than contributing to the
proliferation of quality-of-life indices, this paper aims to provide and discuss a rationale for the
understanding and measurement of quality of life.

It is well-known that there are other concepts -such as deprivation, poverty, exclusion,
economic growth, and development- that are repeatedly mentioned in the debate about what
social aspirations to pursue and what public policies to implement. There exists some

This research has benefited from comments by Ruut VVeenhoven, as well as from outstanding research assistance by Malgorzata
Switek. Comments and recommendations by Ravi Kanbur, Jere Behrman, Carol Graham, Eduardo Lora, and participants at IADB seminars on
Understanding Qualityf Life in Latin America and the Caribbean: A Multidisciplinary Approachhighly appreciated.
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overlapping between quality of life and these concepts; however, it is important to recognize that
the concept of quality of life differs from these other concepts that populate the sphere of social-
concern. As such, the quality-of-life concept provides fresh and new information, which is of
relevance for the design and evaluation of public policy, as well as for the general discussion
regarding the proper way of organizing societies.

Quality of life is a personal attribute. Thus , It i's not suitable to

quality of life; although, it is correct to talk about the quality of life in a country, as it makes
reference to the situation of persons living in the country.

It is a long-standing tradition in philosophical thought forthequ al i t y o f toa

be assessed by a third person, usually a thoughtful person o the philosopher herself.! However,
people also have their own assessments about the quality of their lives; these assessments have
final and instrumental value. They have final value because people want and aspire to live lives
of quality. They have instrumental value because people use these assessments to guide their
most important decisions in life, such as quitting or accepting a job, migrating, marrying and
having kids, divorcing, following a career, and purchasing a house, and so on. Because of its
final and instrument al val ue, peopl ebs
relevance in the design of public policy and in the discussion about what specific social-
organization model to follow. In other words, these policies and social-organization models can
be evaluated intermsofhow t hey i mpact peopl eds own
lives. Third-party assessments have also been used for these evaluative purposes and, as a matter
of fact, it is these third-party assessments which have predominated in the public-policy
discussion. Addressing first the question of who the authority is when making a quality-of-life
assessment is a central issue in the study of quality of life. It is also possible to follow an
alternative route in addressing this question: rather than discussing who the authority is, it is
possible to contemplate quality-of-life assessments made by different people (e.g.: by the person
involved and by a thoughtful person) and then decide how to deal with them.

As it was stated before, this paper aims to provide and discuss a rationale for the
measurement of quality of life. This rationale is based on the four-qualities-of-life framework
developed by Ruut Veenhoven at Erasmus University. The four-qualities-of-life framework
provides an understanding of what quality of life is and how quality-of-life assessments can be
made. The framework identifies four different qualitie s i n a p e r s egnabtywof-
life-chances that refers to the livability of the environment for a person, an inner-quality-of-life-
chances that refers to a per s o n @Gasilitids, ianf oeter-quality-of-life-results that refers to the

pers

asses

utilityof a per sonds -qualityfoklifer asd | 88 t haéer exgrderee s t o
of her | ife as a good one appreciationiof acdisatisfacdiona s s o c i

with her life.

The paper aims to presentandex pand Ve e n lulities-ofdifs framewvark; to
discuss its strengths and limitations; to contrast the framework to other rationales which have
been dominant in assessing value in life; and, finally, to illustrate its use in assessing quality of
life in Latin America. The illustration uses information from the Gallup 2007 survey, as well as
from different sources. The illustration faces, as it ought to be expected when dealing with new
conceptions and frameworks of analysis, serious problems regarding availability of information.
It seems that a demand for new variables is a prerequisite for its provision; and for a demand to
emerge it is necessary for new frameworks to get positioned in public debate. The illustration
also faces the typical measurement and index-construction problems; however, its purpose is not

! This paper uses a gender-biased style for narrative simplicity. There is no intention of offending people of any gender.



to address these standard problems, but to illustrate how the framework can be used and what its
utility is in assessing quality of life. Even though quality of life is a personal attribute, the
illustration is based on mean quality-of-life assessments in Latin American countries, as well as
in inter-country comparisons within the region.

This illustration must be understood as a first attempt to assess and understand quality of
life in Latin America within the four-qualities-of-life framework; it does not aspire to be a
precise measur ement of each p devels quahitg sf lifgual i t vy
indicators. The main aim of this illustration is to show the importance of following a rationale in
the study of quality of life, as well as to foster dialogue on the conceptualization of the quality-
of-life concept. It is expected that further discussion can enhance applied research and lead to
assessments of quality of life in Latin America which can be of utility for public policy, social-
organization discussions and, of course, to the betterment of ordinary peopled s | i ve's

2. BACKGROUND LITERATURE AND DISCUSSION OF THE ISSUES
21 The O0Qaf-al fe$ concept: A final goal

It is wise to define with precision what a researcher wants to measure before any attempt
of measurement is made. A discussion about the notion of quality of life and about its many
conceptions is needed in order not to err by proliferating in the construction of indices that have
no solid support and no useful referent. Cummins, et al. (1998) discuss the definition and
terminology of quality of life in a document for the International Society for Quality of Life
Studies(ISQOLS). Thus, before attempting to measure quality of life it is important to discuss
the origins of the concept, its different meanings and, specially, to provide a useful framework to
accommodate different understandings in a way that is helpful for academicians, for policy-
makers and, in special, for ordinary people.

Quality of life is an umbrella concept; it belongs to a family of concepts that make
reference to ultimate goals in life (Veenhoven, 2001). Ultimate goals are pursued for their own
sake and not as means to attain other goals. For this reason, a person wants quality of life for its
own sake, and not as a mean to get a better-paid job or to live in a larger house. Getting a better-
paid job and getting to live in a larger house may be means to have quality of life, but they are
not ultimate goals. Other ultimate-goal concepts commonly used in the literature are well-being,
happiness, and goodness of life (Veenhoven, 1991). As a final goal, it is expected to have
different conceptions (Rojas, 2005); some of these conceptions are academically and
phil osophically constructed, others emerge fr
concept (Haybron, 2003).

2.2 Proliferation of indicators. Lack of a rationale

The desire to follow up and compare quality of life in nations has led to a proliferation of
quality-of-life indicators. The emphasis has been placed on country comparisons and demands
for policy intervention. Measurement and dimension-reduction techniques have prevailed over
conceptualization. Perhaps unintentionally, and to avoid the difficulty of conceptualizing quality
of life, the dominant strategy has been to define quality of life in terms of its measurement, rather
than to measure it on the basis of its conceptualization.



Measurements of quality of life have mostly focused on dimension reduction
methodologies and on the selection and clustering of large lists of variables. By constructing
indices scholars are implicitly conceptualizing quality of life; without discussing the rationale for
any specific conceptualization.

Some of the most popular indicators in the quality-of-life literature are:

World Health Organization Quality of Life index (The WHOQOL Group, 1993)
Consumer Confidence Indices (Zagorski and McDonnell, 1995)

Index of Economic Well-Being (Osberg and Sharpe, 1998)

Genuine Progress Index (Cobb, Halstead and Rowi995)

American Demographidsidex of Well-Being (Kacapyr, 1996)

Johnstonés Quality of Life Index (Johnston

Veenhoven Happy Life-Expectancy Scale (Veenhoven, 1996a)
International Living Index (www.internationalliving.com)
U.N. Human Development Index (UNHDP, 1990, 1993)

Miringoffsd I ndex of Soci al Heal th ( Miri
Estesd I ndex of Soci al Progress (I SP) (Es
Di e nBRagicansg Advanced QOL Indices (Diener, 1995)

Cummi nsd Comprehensive Quality of Life

Mi chal osd North Americanl9®oci al Report
Philippinesé Weather Station (Mangahas,

Netherlands Living Conditions Index (LCI) (Boelhouwer and Stoop, 1999)
German System of Social Indicators (Noll and Zapf, 1994)

Swedish ULF System (Vogel, 1998)

Happy-Planet Index (Marks, 2006)

In addition, there are many State and city-level quality-of-life indices, a myriad of
mental-health instruments applied mostly by psychologists, a large quantity of quality-of-health
indicators used in the health-service sector, many poverty indices -constructed and used mostly
by economists-, and many basic-needs satisfaction indices used in the social sciences. A new
venture by OECD is currently discussing statistics, knowledge and policies for measuring the
progress of societies.? OECD is interested in introducing new measures of progress beyond
standard income indicators. The European Foundation for the Improvement of Living and
Working Conditions is dealing with the measurement of living conditions and quality of life in
European countries.®

Approaches and methodologies do substantially differ across these indices. Most of them
lack theoretic a | and epistemol ogi cal support and,

apples with bananasbd. Some indices do refer

construct indices at country or regional level and they refer to the quality of life of a region (e.g.:
Index of Economic WeBeing E s t énded ef Social Progres&enuine Progress Indeand

See www.oecd.org/oecdworldforum
See www.eurofound.europa.eu
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International Living Index Other indices use persons as the unit of analysis; so, they refer to the
gual ity of a Guemnnsi@ampishenkive fQaalityf-lefe gcalg. It may or may
not be possible to aggregate from personal measurement to social level in order to construct a
regional indicator.

Some indices are based on objective indicators (e.g.: J o hnst o n-Ofdife @dex.| i t vy

Obijectivity usually refers to the possibility for an external party of corroborating (sometimes at a
prohibitive cost) the information reported by agencies. In other cases objectivity refers to the
quality of concreteness or tangibility of the aspect or object being assessed by a person. Other
indices are based on subjective appraisals; which may refer to information that is non-observable
or to appraisals made over intangible aspects. In some cases, these appraisals are contingent on
the subjectivity of the human being and, in consequence, any external-party corroboration is
completely irrelevant (e.g.: Consumer Confidence Indexsome indices combine objective and

subjective information (C u mmi Gompdehensive Qualigf-Life ScaleVeenhovenos

Life Expectancy Sca)e
Most indices are based on two-level structural models. There is a first assessment based

Ha y

on domain-specific qualities of life;then, t her e i s a 6égl obal & assess:

basis of domain-specific qualities of life (e.g.: World Health Organization Qualitgf-Life Index

American Demographics Index of WBEing E s t tde® of Social ProgressCu mmi ns 6

Comprehensive Qualigf-Life Scale Mi ¢ h al o sAinericlo Sdcil Repgrt Some

indicators are even based on a three-level structural model (e.g.: German System of Social

Indicators.

Some indices are justified on the basis of availability of information; they incorporate
everything that is available and which seems of relevance for quality of life (e.g.: American
Demographics Index of Welleing).

There have also been some attempts of recognizing cultural differences across countries

(eg-Di ener 6s Basic angdg. Advanced QOL I ndices
While some indices have a focus on economic variables (e.g.. Consumer Confidence

Index Index of Economic WeBeing, others incorporate relevant non-economic aspects, such
as the environmental situation (e.g.: Happy-Planet Index Genuine Progress Indgxand social
development concerns, such as military expenditure (Est e s 6 ocraldPeogresoGenuie
Progress Index

Wei ghts are in most c a s e $lumarr Devetlopmant ndex e . g .

ends up using same weights to aggregate three indicators). Some indices use factorial techniques
with principal-component extraction to construct weights for aggregation; this technique is not
supported by any rationale and its application is, by itself, arbitrary. Some indicators make and
attempt to directly avoid dealing with weights by valuing every component in monetary terms
(e.g.: Genuine Progress Indeand the sub-components of the consumption flows and wealth
stocks in the Index of Economic WeBeing. This strategy does not really avoid weighting
problems, but the problems end up being hidden behind market-valuation criteria. A serious
problem with monetary valuations is that
life that can not be valued in market terms; of particular relevance are non-economic goods such
as relational goods (Bruni and Stanca, 2008; Gui and Sugden, 2005) Another problem is that any
monetary valuation is contingent to the current distribution of income; which may be questioned
from a -dtheorced Raewls, 499%.clt additeon, rharket valuation is
contingent to the market and institutional structure that generate the vector of prices.
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There are some indicators that do not attempt to provide a single quality-of-life index;
allowing each researcher to set his/her own weights (German System of Social Indicatprs

A recent work by Hagerty et al. (2001) provides 14 criteria to evaluate quality-of-life
indices in terms of their usefulness to public policy.

It is clear that in the construction of quality-of-life indices many difficult problems are
faced by researchers; among them:

a. Should the researcher focus on the construction of a country-based index or on the
construction of an index that measures the
b. If a person-based index of quality of life is constructed; does the researcher want to

construct an aggregate index that summarizes the quality of life of persons in a region or
belonging to a specific socio-demographic group?

C. Is the index going to be based on objective variables alone (information that could be
corroborated, even at a high cost, but with an uncl waianceasfel at i o
the qualityof her | i f e) or on subjective variabl es

experience of being well, but with difficulty for external corroboration) or in a mix of
subjective and objective variables? Is this objective T subjective distinction relevant for
the measurement of quality of life?

d. Is reliability over time an important criterion? Do researchers want indices which are
very stable or very sensitive to surrounding changes? Is volatility undesirable?
e. How the vector of variables that compose the index will be selected? Who will select
these variables?
f. If there is going to be an overall index of quality of life, how its components will be
aggregated? How weights will be defined?
g. Is the index going to be based on two or even three-level structural models? What general
domains will be considered? How they will be defined?
h. What is the time framework of the index? Is it going to be centered on the present, the
recentpast, a personds whole |ife, or on her exp

i Is the construction of a group-based index going to focus on the whole population of a
country or on a specific segment of this population (e.g.: the low-income persons)? How
this segment is going to be selected and delimited?

Is the index going to be quantitative, continuous, categorical, unbounded?

k. Is it going to be an informative index so that its main purpose is to inform people about
the quality of their lives? Why is it important or relevant to inform people about the
quality of their lives? Furthermore, why it is assumed that people do not know the quality
of their lives and need to be informed of?

I Is it going to be a policy-making oriented index, so that it concentrates on variables under
government control?

m. Is the index going to be based on information that is currently available? Is the researcher
interested in exploring the need for further information?

N s
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All questions mentioned above are relevant ones and need to be faced by researchers who
are working in the assessment of quality of life. It seems that they do not have a simple answer
and that a whole academic career can be built in answering just a few of them. However, the
most serious problem faced by researchers and institutions interested in assessing quality of life
consists on the need of providing a rationale for the index itself; this rationale must be based on a
framework of what quality of life is and why it is important to measure it. Without a rationale,
researchers may end up discussing long lists of indicators, debating about the selection of
variables, and playing with different weighting criteria. Thus, they could end up being unable to
di stinguish between the qual iofwriabtes aggeegatiprer s on 0 :
techniques, and weighting criteria.

3. A NEW RATIONALE: THE FOUR QUALITIES OF LIFE
3.1  The Four-Qualities-of-Life framework of analysis

Veenhoven (2000) states that quality-of-life is an umbrella term; it is used to refer to the
value of a personodés |ife or to how good this
conceptions. Veenhoven (2000, p.2) recognizes that ASince we cannot really force the use of
words, we can better try to clarify their dse a npbposesea framework to place and understand
the different meanings behind the quality-of-life term: The Four-Qualities-of-Life framework
(FQOLF). Veenhoven believes that the emphasis that has been placed by researchers on making a
distinction between objective and subjective indicators is not fruitful to the study of quality of
i fe. He Let it auffieed0 notd that thefimayor distinctions in the field are between
‘'objective’ and 'subjective’ qualities and along disciplinary kinds; e.g. economic, souial
psychological wellbeing. A great advantage of the proposed fourfold matrix is that it makes more
sense theoretically 0

In addition, Veenhoven argues that the four qualities can not be added and that, in
consequence, it is convenient for researchers to work within a framework where four qualities of
life do exist.* In consequence, rather than attempting to construct a single indicator that
summarizes quality of life, it is better to think Tat least conceptually- about at least four
indicators that represent the qualitiesofa p e rli.on o s

It is important to state that the framework has the purpose of providing assessments about
the quality of personsé6é |ives rather than pro
of life constitutes a pre-condition for any study about its explanatory factors.

Quality of life assessments can be based on quality-of-life results; where results refer to
the good life itself and they are ultimate goals in the sense that they are pursued for their own
sake and not as instruments for achieving other goals. There are two kinds of quality-of-life-
results assessmentsi N Ve e n h o v e nfrs, anfasseasmeatvofotire louter quality of a
personbds | ife, which i sontbahsreembes m sotietyiSsconher s on b
an assessment of the inner quality of oa persc
appreciation of her life, and which is the quality of her life as she experiences it.

Quality of life assessments can also be based on the presence of those conditions
(chances) which are r el ev a antwhichoare within thespheseo n 6 s |
of public policy. Hence, life chances refer to the opportunities a person has for a good life; these

4 This argument for not attewrpltiifnegd tion dciocnasttorrusc th aasn dmasvoest bad d n qmoead 6
recently, by Kenny and Kenny (2006)
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chances are means for having a good life. Chances for a good life are classified as outer or inner
depending on whether they refer to surrounding conditions to the person (e.g.: neighborhood
safety, political institutions, so on) or to conditions of the person (e.g.: physical and mental
health, education), respectively.

The focus on chances is of relevance for policy making, because policies are supposed to
act on opportunities to obtain results. Chances emphasize factors that are under the influence of
public policy and which can be verifiable so that public policy can establish goals, design
programs, and evaluate them. It would be erroneous to evaluate policies on the basis of results if
these results may be influenced by other factors beyond those under policy control (e.g.:
personality, so on). Hence, it is preferable to evaluate policies on the basis of whether the
appropriate chances for a life of quality are provided. However, according to the four-qualities-
of-life framework, the appropriateness of chances can not be defined independently of results;
because chances are appropriate as long as they contribute to quality-of-life results. In other
words, rather than normatively defining which the good or appropriate chances are, the four-
qualities-of-life framework makes them contingent on their positive relationship to quality-of-life
results. This is an importance difference with doctrinal approaches, which tend to define the
good chances on the basis of normative criteria.

In consequence, the four-qualities-of-life framework distinguishes among four qualities

of i f e: the outer guality of l' i fe aohhances,
environment for a person; the inner quality of Jabilifieeofc hance:
persond; tthye odutlerf equeelsiults or oO6utility of a

results or Opersonbds satisfaction with her |
Table 1 represents the four-qualities-of-life framework.

TABLE 1
The Four Qualities of Life
Outer Quality Inner Quality
Life Chances Livability of environment Life-ability of person
Life Results Utility of life Satisfaction with life
Source: Veenhoven (2000)
't is Iimportant to state that each quadran

of life. These assessments may be correlated; as a matter of fact, chances are expected to be
highly correlated to results because the definition of chances is based on their positive
relationship to results.® However, the framework states that four different assessments about a
personb6s qual it yandyds a maitef & faot lsave beknemadentay dliéferent
traditions in the study of well-being. The four-qualities-of-life framework has no direct no
intention of explaining the assessments, which is a task that requires further theory and research.
In addition, assessments may be partially explained by similar variables; thus, when dealing with
explanations of quality-of-life assessments it would be possible for a variable to end up showing
up in two different assessments.

5 It is possible to make a distinction between normative and presumed chances. Normative chances are defined independently of their

impact on quality-of-life results; they are good chances because of normative considerations. Presumed chances are assumed to be relevant for
quality-of-life results, but this presumption is never corroborated.

6 However, the correlation between chances and results is not expected to be close to 1 because results depend on many other things
beyond public-policy influenced chances.
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3.2  The Outer Quality of Life Chances

It refers to a quality of life associated to the livability of the environment for a person; in
other words, it refers to the external conditions or environmental opportunities that are relevant
for living a good life. It is common to work with presumed rather that with corroborated
conditions. There is a vast literature that focuses on this quality of life. The Social-Indicators
Movement has stressed this outer quality of life chances; the movement has fostered the
construction of quality-of-life indices and so-called social indicators (Andrews and Withey,
1976; Andrews et al., 1989; Vogel, 1994, 1997). The welfare-regime literature also deals with
this outer quality of life chances; different country-level regimes are defined on the basis of
regulation of labor markets, existence of universal health insurance, political-participation
mechanisms, and so on (Esping-Andersen, 1990; Headey, Goodin, Muffels, et al., 1997, 2000;
Muffels and Fouarge, 2004; Vogel, 1999, 2002, 2003).
This quality of |l ife encompasses aspects
t he <count r yitd sainwecenanictattivitiasntite distribution of income and income
deprivation, the existence of a social safety net, the role of the State in the economy,
macroeconomic vulnerabilities and unemployment rates, political regimes, electoral system,
corruption practices, expenditure in public goods such as in recreational parks and defense, crime
rates, health system, whether there is gender or ethnic discrimination, and many more. Most of
these aspects refer to country or regional-level characteristics and can not be measured at the
personal level; however, persons do live their lives within this environment and it represents a
quality of their lives (Dowrick, 2007; Subramanian, 2007; Harkness, 2007).
The Social-Indicators Movement fostered the construction of country-level indicators
about this quality of life. It is common for composite indices to be constructed based on the
arbitrary selection of variables and weights or on the application of dimension-reduction
techniques such as principal-components ones (McGillivray and Noorbakhsh, 2007). These
composite indices are treated as continuous and, most of the time, unbounded. The Welfare-
Regimes literature usually treats the environment as a categorical variable, establishing a vector
of alternative regimes.
As it i's stat ed Irbthe sd¢ielaginahview soniety (isZé&nbal [irstlyi
livability is associated withtheuga | i ty of society as a whole. CI:
stress material welfare and social equality, sometimes equating the concept more or less with the
welfare state. Current notions emphasize close networks, strong norms and active yoluntar
associations. The reverse of that I|ivability
seen in oneob6s position in soci-etgssd&obutl oagr
attentions-cé$hiskcths t o . dadnhtteoencyonrsr easrpeo ndddienpgr v at i o
It is widely recognized that the livability of the environment for a person goes beyond
what GDP per capita measures indicate.” Social, economic, political, geographical, and even
environmental considerations are of relevance for the livability of the environment.

7 As a matter of fact, the origins of GDP measurement can be traced to the great depression and the interest in explaining

unemployment. It was not the interest of GDP measurement to keep track of an indicator of social performance. A strong critique of the narrow

focus of GDP was advanced i n [tPd6ée8notlaliow fBrahb kealth of drechildren,dhe quality bfdheirs t at ed A
education, or the joy of their play. It does not include the beauty of our poetry or the strength of our marriages, the intelligence of our public

debate or the integrity of our public officials. It measures neither our courage, nor our wisdom, nor our devotion to our country. It measures
everything,inshor t , except that whWaokiw(1®®kes | ife worthwhile.d
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3.3  The Inner Quality of Life Chances

It refers to a quality of life associated to the live-ability of a person; in other words, it
refers to the internal characteristics of a person that are relevant for living a good life. So, it
refers to the skills and capabilities that allow taking advantage of opportunities so as to live a
good life. Most of the time the relevant skills and capabilities are presumed; with no
corroboration of their relevance at all. The capabilities literature (Sen, 1985; Sen, 1993;
Nussbaum and Sen, 1993) is somehow related to this quality of life; since it focuses on personal-
l evel capabilities which are considered to b
however, the capabilities literature justifies the importance of this capabilities on the basis of
normative considerations rather than on the basis of their well-being consequences. Aspects such
as a personb6és healt h, e d uc at capacitigs arenassdciatad toi on an
this quality of life; it is presumed that these variables are relevant for a good life. United Nations
Development Program (UNDP) has fostered the study of this inner quality of life chances,
especially through the construction of its Human Development and Human Poverty indices.
Many other variables can be considered as part of this quality, e.g.: resilience, assertiveness,
emotional intelligence and so on. The human-capital concept also refers to this quality of life.
Veenhove n (2 0 0 0 ) The masttcansnontddpiation ofithis quality of life is absence
of functional defectso ANext to absence of di
referred to as 'positive health' and associated with energy and resili@®sychological concepts of
positive mental health involve also autonomy, reality control, creativity and inner synergy of traits
and strivings 0
It can be hypothesized that those capabilities or skills that are relevant for leading a good
life are contingent on the environment a person lives in. In other words, the relevance of the
inner-quality of life-chances is not independent of what the outer-quality of life-chances is, and
vice versa.
It is noteworthy to state that income is not considered as a life-ability; this investigation
approaches income as a result rather than as a resource, since people may decide to use their
skills to pursue a quality of life which is not strongly related to producing and purchasing
economic goods; thus, income is seen as a possible result in the use of life-abilities.

3.4  The Outer Quality of Life Results

It refers to a quality of |ife associated
refers to the goodness of ofdhe pterestsfanexdesal dgantf e f r o
(e.g.: society). Hence, a life is of value if it makes a contribution to others in society.

How a person can contribute to the well-being of others in society?, there may be many
ways:

First, by her effort in producing goods and services that allow others to satisfy their
material needs. This contribution is clearly based on a needs-satisfaction approach; there is value

in a persono6s |ife i1f she contributes to thi
economi ¢ goods of value for ot her s i s, i n prior
Economic theory has argued that, under certai

contribution to society. Notice that some capabilities such as education and health may not be
good proxiesf or a persondés contribution to society,
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alternative activities (e.g.: reading books and hiking in mountains) rather than to produce
economic goods.

Market valuation isinusewhen a persondés contribution of
proxied by her income. Hence, this valuation o f a personbs contisri but: i
contingent on the distribution of income in society. Furthermore, strong assumptions about
household and intra-household arrangements need to be made in order for household income to
be used as a proxy of a household memberds pr

Second, people can contribute to the satisfaction of the psychological needs of others in
society. Three basic psychological needs are recognized by the literature: sense of competence,
autonomy, and relatedness (Kasser, 2002; Deci and Ryan, 1985). The satisfaction of this
psychological needs increases well-being; their importance is such that William James argued in
his Principles of Psychology that the worst punishment for somebody is not physical torture, but
to go by life being completely unnoticed by everyone. Kasser (2002) has shown that income
(economic goods) is not a good resource to satisfy psychological needs. These needs are satisfied
through relational goods such as correspondence of sentiments (Smith, 1759/1976), nurturing
(Phelps, 2005), moral support (Sugden, 2005), relatedness, love, and so on.

Persons can contribute to the well-being of others by producing relational goods to satisfy
ot hersdé needs o f-esteenry anfpremyeml cease o beihg agpreciated, and
relatedness. The nature of relational goods is such that they can not be purchased in a market;
thus, they are of value, but this value can not show up in market prices. Any attempt to
commercialize relational goods will automatically destroy them. Furthermore, the production of
relational goods is time intensive; thus, their production competes with the production of
economic goods because of people having a limited endowment of time. Thus, the relation
between relational and economic goods is not clear. Some complementarities could arise; but,
there may be a trade off between production of relational goods and production of economic
goods (income).

The satisfaction of basic psychological needs may be as important as the satisfaction of
basic economic needs and more important than the satisfaction of many economic desires
(Kasser, 2002).

Third, people can contribute to the well-being of others by doing volunteerism and
philanthropy; this kind of contributions to the well-being of others is not reflected by market
prices (Zamagni, 1995). It is not that their contribution is not of value, but that market prices do
not show its value because of many reasons: for example, because people who value it can not
afford to pay a positive price (e.g.: helping very low-income families who can not afford to pay a
medical visit).

The relationship between volunteerism, philanthropy and income is not clear; people with
high income may be in a better position to make direct financial contributions to the benefit of
others, but their values (e.g.: their view about poor people not making enough merits to deserve a
better material condition) could make them less inclined to philanthropy. It may also happens
that the pursuit of higher income implies less available time to do volunteerism T volunteerism is
a time intensive activity-; thus, people who do volunteerism may end up having less income.

Fourth, pro-social behavior. There is value in the life of those persons who behave in a
pro-social way. Perhaps, this is better illustrated by anti-social behavior; for example, from the
perspective of the outer quality of life results, the quality of life of robbers and kidnappers is
considered to be low because they make a negative contribution to the life of others.
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Fifth, role models. Philosophers have always defended that there is great quality in the
life of people who play positive role models and who behave as social heroes. For example, the
life of saints is of great quality if they provide appropriate models for the life of others. Saints
and heroes may never become rich; actually, part of their heroism is based on doing something
6 0 u t u trdhér than in search of a monetary reward. Thus, income may not be correlated to
this aspect of an outer quality of life results.
As Veenhoven (2000) states, fiThis quadrant is typically the playground of philosopbers
it is common for normative and ethical discussions about what the good life ought to be are hold
withinthsquadr ant . |t i s an assessment of the qual
of her life, on the contribution her life makes to others in society. Thus, as Veenhoven states, it
r e f e the addition af individual can make to human culture, environmental effects,0so dnt
can al so Momlfoeestheticovalue df alilei such as a | ife of wvirt
fin classic moral philosophy this is calledrtubus living', and is often presented as the essence of
'true happiness' .
It is this quality of life which has been stressed by the literature on the economic value of

a personds |ife. In this Jliterature, n@er mane
contribution to society and, in consequence, for her value to society. While economists have
stressed the i mportance of income as a proxy

moralists have argued that the value of a person can be based on her role as a good model for
society, by leading a life of virtue or a meaningful life. Sociologists and political scientist
emphasize the importance of pro-social behavior. Recent literature has placed attention to a
personb6s pr od ugeotlsiGuirand Sufjdeny2@05; Bruni aodrStanica, 2008), which
is a production that has value but not market value and, in consequence, does not show up in
permanent-income measures.

Thus, this quality of life can be assessed on the basis of variablesassociat ed t o a per
income,® to her positive participation in society and behavior as a good citizen (where pro-social
behavior is valued much higher than anti-social behavior, and where volunteerism and
philanthropy have positive value), to her production of relational goods (being a good husband or
wife, a good parent, a good son or daughter, a good friend), an to her contribution to the
provision of an ecologically sustainable environment for future generations to enjoy
(ecologically-concerned person,recy c I i ng, and so on). It is clear
based on market prices, productivity, and imputed incomes do fall within this outer quality of life
results (Rosen, 1994; Murphy and Topel, 2005; and Becker, Philipson and Soares, 2005);
however, these economic-centered measures are very limited in providing a good assessment of

the outer qual-tesulty,. of a persondés | ife
't is Iimportant to remark that this qualit.)
be aware of it. Furthe r mor e, thi s quality of I|life is not n

satisfaction, and own appreciation of her life. There may be sacrifice, suffering, personal pain,
distress and torment in a life of great outer quality; and the person may be aware of the suffering
and pain and not of the utility that her life has for the life of others.
The practical importance of this quality of life is observed in social decisions about how
to ration sparse privileges, such as a kidney transplant (Alexander, 1962). The argument for
some people deserving to get the privilege rather than other is based on their comparative
contribution to society. As it was suggested

8 Income is seen in this case as a result of an afratebidgewndeci si on

well-being.
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use of market rationing, implying that those people with greater income should get the sparse
privilege because they do make a greater contribution to society. However, a broader perspective

of a persono6s oesulisantroduges ahbr icansyderatohs beljondfae per sonoé s

production of economic goods, such as her contribution to the production of relational goods, her
volunteerism activities and philanthropy, whether she is a good citizen, and so on.

3.5 The Inner Quality of Life Results

It refers to the quality of life as a person experiences i t ; t hus, It
assessment regarding how much she is satisfied with her life and by her judgment about whether
her life is a good one. This inner-quality-of-life-results is based on the subjects judgment of her
life, as such, it is a subjective well-being assessment. The subjective well-being (SWB) approach

S me a .

is based on some epistemological principles regardingt he st udy o tbeing (Rpas,r sonos

2007a, 2006b):

First, well-being is inherently subjective. The SWB approach states that well-being is a
subjective experience of a person, as such, a person must be aware of her well-being. The
approach states that a well-being that is not experienced by the person is of no relevance for her
well-being. Thus, the SWB approach accepts the inherent subjectivity of well-being. For
example, Sumner (1996, p. 2 7 ) states that o | believe
subjective/objective distinction such that subjectivity turns out to be a necessary condition of
success in a theory of  w e | Itfisampertandto distinguish between well-being itself, which is
an experience people are aware of, from the vast lists of variables that, either by presumption of
by imputation, are associated to well-being. The SWB approach states that these variables are not
well-being themselves, since well-being is an experience people must be aware of.

Second, the person as the authority. It is the person herself who is living her life and
experiencing her wellbeing; thus, nobody else is in a better position to judge her well-being.

t her

AThe approach accepts a personbd6s judgment as
neither the researcher nor the philosopher W

herself, in her own terms and circumstance. The role of researchers is to understand the nature of
a personbs well being assessment, rather
Third, assessment declared by the person. There is no better way of knowing the well-
being of a person than asking her; alternative methods such as asking somebody else or
observing her behavior may have substantial flaws. Nobody else is in a better position to judge a
p e r s o n-lieiag; awuweldment made by a third-person, e.g.: an expert, is contingent to this

t han

thirdper sond6s <circumstance, whi ch may be compl e

involved person. In addition, it is not possible to arrive to a well-being assessment of a third
person on the basis of observing her behavior, since it does not provide sufficient information to
make an assessment and because strong behavioral assumptions are required. Thus, it is better to
ask the person herself and to take her declared well-being as valid information regarding her
well-being experience. Therearemany ways t o i nqui r e ab oheing;
questions may take many forms, may use different answering scales, and may ask about specific
conceptions of a good life, such as life satisfaction, life appreciation, and happiness.

Fourth, persons rather than academic agents. By directly asking people about their
wellbeing, SWB studies the wellbeing of a person, rather than the wellbeing of an academically
defined agent. Thus, it deals with a human being of flesh and blogas in de Unamuno (2002))
and in her circumstancéas in Ortega y Gasset (2004)).0 ( Ro | a® 260-281) Thas,avhile
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most academic agents, e.g.: the consumer, are defined as simplified and out-of-context agents,
the SWB deals with real persons, who can not be detached from the circumstance that make
them what they are. Thus, subjective well-being judgments are complex ones, since they involve
the complexity of what being human means. The SWB approach deals with persons as they are,
in their circumstance, rather than as somebody else thinks they ought to be. The debate about
how persons ought to be clearly belongs to the normative debate, as well as to transhumanism
discussion (Kurzweil, 2005; Parens, 1998).

Fifth, a judgment rather than a perception. It is important to recogni ze t hat
well-being assessment is a judgment i and not a perception- regarding the goodness of her life.
The using of the word perception makes reference to the existence of a true or objective well-
being, which can be assessed by third-parties (e.g.: the experts) and which the person may
perceive correctly or wrong. Thus, in the same way that a person may have a wrong perception
of a vasebs shape it woul d be possible,
person has a wrong perception of her well-being. However, like an aesthetical judgment, a
personds judgment about her dyredeaechers. &hat itrcam t
be done by researchers isto studya p e rjusigmentGnsorder to understand how it emerges and
what their behavioural implications are, as well as to advance models and theories that contribute
to their understanding. It is clear that cognitive, affective and hedonic factors play a role in

peopl ebdbs judgments of t Htésiwall-being the@iss whack must beo d
and

tested on the basis of judgments made by personso f f | es h and bl jodorents
on the basis of the theories advanced by researchers.

acco

be

( Ar

n

Sixth, inferential approach to find the relevant explanatory facto r s . ASWB starts

personds evaluation of her wel |l being and

determinants. Normative approaches usually presume both the specific conception of human

wel l being and t he f act2007asp. 261pnTdus, subdjestiveewellpbbirg i
uses econometric techniques to find what the relevant explanatory factors are; as such, it rejects

identifying the relevant explanatory factors of well-being on the basis of untested theories

(presumed well-being) or on the basis of normative arguments (imputed well-being). The SWB

approach also differs from participatory approaches, which attempt to find the relevant well-

being explanatory factors by directly asking people.

Seventh, transdisciplinary approach. It is difficult, if not impossible, to fully understand a
well-being assessment made by a person of flesh and blood from a particular discipline.
Disciplines are used to deal with abstract entities, and models are developed to explain particular
aspects; however, a subjective well-being assessment incorporates all the complexity of what a
person is. The issue is basically transdisciplinary and, given the current compartmentalization of

t

h

knowledge, an interdisciplinary approach may be required to fully understa n d a person

appreciation of her life.

The subjective well-being literature has expanded rapidly; nowadays there is ample
research on measurement techniques and on biases introduced by survey designs and by
transitional emotional states (Ferrer-i-Carbonell, 2002; Ng, 1996; Kashdan, 2004; Schwarz and
Strark, 1991; Mc Cl| e n d o nTheee is diso ©hbdtBrrkriovelanlge of tedsBr&@ment
problems and scales of measurement (Ferrer-i-Carbonell and Frijters, 2004; Ng, 1997,
Kahneman and Krueger, 2006). Furthermore, there is also research on how judgments are made
(Rojas, 2005, 2007b; Eid and Diener, 2004; Kim-Prieto, Diener, Tamir et.al., 2005; Crooker and
Near, 1998) A better knowledge of these biases and survey problems allows to design research
projects that gather better information regarding the well-being experienced by the person
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herself. The vast literature on subjective well-being shows that the information gathered from
surveys is useful to assess subjective well-being.

The SWB approach works with overall assessments of happiness and life satisfaction
(Argyle, 2001; Veenhoven, 1991) as well as with assessments about satisfaction with specific
domains and aspects of life (Rojas, 2006a). The relationship between satisfaction with specific
domains of life and overall life satisfaction has also been studied (Rojas, 2006a; van Praag et.al.,
2003). Veenhoven (2007) has further studied subjective well-being assessments. He concludes
that there are four different kinds of subjective well-being assessments: a passing assessment of
an aspect of life (pleasure), an enduring assessment of an aspect of life (domain satisfaction), a
passing assessment of life as a whole (top experience), and an enduring assessment of life as a
whole (life satisfaction). It is probably the last assessment which is of relevance for policy
making; however, this overall assessment is highly related to passing and partial assessments.
Thus, in the understanding of life satisfaction it is important to study the role of pleasure,
emotions, and satisfaction in domains of life. Argyle (2001) argues that subjective well-being
assessments contain both affective and cogni't

Subjective well-being assessments have been applied to the study of poverty (Pradhan
and Ravallion, 2000; Rojas, 2008b; Rojas and Jiménez, 2008) and they are also being used in the
study of mainstream economic issues such as economic behavior and economic valuation (van
Praag and Ferrer-i-Carbonell, 2004). Veenhoven (1987, 2001) and Diener and Suh (2000) show
that as a final goal subjective well-being can be compared across cultures.

The main findings from the subjective well-being literature are discussed in the following
section, where the four-qualities-of-life framework is compared to the current Welfare
Economics and Capabilites and Functionings frameworks.

4. THE FOUR QUALITIES OF LIFE FRAMEWORK AND THE EXISTING
RATIONALES

There are currently two main rationales in the study of well-being: Standard welfare
economics and the capabilities and functioning framework. These rationales are not directly built
to deal with the understanding and measurement of quality of life; however, they address issues
that overlap with the quality-of-life concept, such as welfare, poverty, and deprivation (Leite
Mota, 2007). A third rationale, which is strongly emerging in the literature, is happiness
research. The four-qualities-of-life framework makes use of happiness research, which was
discussed in detailed in the previous section.

4.1  Standad economic theory: Income and utility

Standard microeconomic theory states that
of economic goods (goods with positive market price) and, in consequence, indirect utility
depends on a p er maenidceme pravideb theioppertanityeof atta@ing
preferable consumption bundles, and the rationality assumption implies that utility is non-
decreasing in income. Thus, it is reasonable to expect for higher income to be associated to
greater utility. Income is cardinal and can be compared across persons. It is also an objective
variable (observable and verifiable by a third party) and, in consequence, it can be used to make
objective evaluations of the impact of programs and public policies. Furthermore, under
competitive market conditions, income is associated to the value of the marginal productivity of
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the resources owned by the person; and this value is commonly understood as the contribution of
these resources to the O0soci al pi eod.
Hence, standardeconomi ¢ t heory provides a rationale
proxy for the value of her life.° Income plays many roles in economic theory:
First, it is seen as a crucial resource -maybe the most important one- for attaining what a
person considers of relevance for her well-being. It may be that income allows people to
purchase valuable commodities, which, in consequence, add value to their life.'°

Second, income is a di-teiegorutlity.t Standardtheory a pe
assumes that direct utility depends on the consumption bundle and that this bundle depends on
peopl ebs purchasing power, which is assumed t
direct association between income and utility at the personal level.

Third, income is a good proxy for a personoés
retribution to a personds effort in the pro
attributed by other people in society to this effort. As such, income is commonly used to value a
personds |ife, and it is a criterion used by

Furthermore, aggregate-income indicators are also assumed to be good proxies for the
quality of macro conditions (access to freeways, high technology, appliances, health services, so
on) as it is illustrated by the common practice of using GDP per capita to assess economic
development.

Additionally, the weight of the income variable in standard economic theory is
strengthened by its advantages of measurability, objectivity, cardinality and comparability across
persons. Because income is an objective variable -so that third persons can assess it- it is possible
to verify measurement errors.

Thus, there are many ways in which economic theory stresses the use of income as a
good proxy for the quality of a personds | if
decision and experienced utility, as a proxy for surrounding conditions, and as a proxy for a
personds contributi on teoendssup being dssyciated kbegreatere , gr e
gual ity i n Toaalifeefrgrsaterrvdus-. This isfa&iew which has been widely used
by economists;*? however, this view faces many deficiencies, among them:
a. Relative income Standard economic theory assumes that utility depends on absolute
income alone; there is no consideration for relative income and social immersion. It would be
i mpossi bl e t o a-besgbasad onaher memesalona ib ler utiiey ivduld also
depend on her relative income. There is a vast theoretical and empirical literature that stresses
that relative income is an important argument in the utility function (Duesenberry, 1949;

° See Leite-Mota (2007) for a discussion of the tools used by welfare economics (WE) and the role of income in assessing welfare.

Leite-Mot a ( 200 7, Ingpome r2igh) be seeraas the core 6f WE: since the early ages of Political Economics (Smith, Ricardo, etc.)

income was the main conceof Economic&a See al so Pasinetti (2005) for a discussion of
material wealth as its central subjects of study.

It could also be that income allows people to give market value to those commaodities that are of value to their life.

Bruni (2004a, 2004b) argues that economic theory forgot that income is just an instrument for attaining well-being and ended up

assuming a direct association between well-kb ei ng and i ncome. T h u s, ioftincome irtot weltare-9sfn@ longead i on pr ob
relevant area of study in economics, while the non monetary part of welfare (ophelimity) ended up being completely neglected by welfare

economics.

11

12 There are countless illustrations of this using (Dublin and Lotka, 1930; Mishan, 1971; Blumquist, 1979; Jones-Lee, 1976, 1982;
Dardis, 1980; Moore and Viscusi, 1988; Viscusi, 1993). Perhaps a memorable illustration is found in what Hausman and McPherson (1996) call
6a shocking memor andumb, w h i Surhmersy ehief ecenenmist at thenWorld B&hK at theymonierd, wrs@ma c e

coll eagues. Among many ot h&e measuiementsof thetcbsis ©f hembipriing Eoltution depends brathe

foregone earnings from increased morbidity and mortaktpm this point of view a given amount of heditipairing pollution should be done

in the country with the lowest cost, which will be the country with the lowest wages. | think the economic logic belimgdadioagp of toxic

waste in the lowestiagecountry is impeccable and we should face up todhat( p . 9) . Haus man ®mnedshodcnBtehinls on ¢ o mme
that Summers has distorted economics in order to serve some personal ideology. On the contrary, his economic logicyi©exempla 1 0)
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Easterlin, 1974; Frank, 1985; McBride, 2001; Ferrer-i-Carbonell, 2005; Clark and Oswald, 1996;
Clark, Masclet and Villeval, 2007; Luttmer, 2005; Binswanger, 2006; Vendrik and Woltjer,
2006; Rojas, 2008a; Rojas and Jiménez, 2008). There is also a vast literature that emphasizes the
relevance of social immersion and interdependence of preferences (Veblen, 1899; Bourdieu,
1986; Kapteyn and van Herwaarden, 1980; Kapteyn, van Praag and Herwaarden, 1978; Kapteyn,
van de Geer, van de Standt, et.al., 1997; Postlewaite, 1998; Sacerdote, 2001) Thus, higher
income may not necessarily be associated to greater well-being.

b. Role of aspirations Utility is assumed to depend on what people consume but not on the
gap between what people consume and what people aspire to consume. Many studies show that
this gap is important for well-being; furthermore, aspirations seem to be endogenous and to rise
with income (McBride, 2006; Stutzer, 2004; Fuentes and Rojas, 2001; Bruni and Stanca, 2006;
van Praag and Ferrer-i-Carbonell, 2004).** Thus, higher income may not necessarily be
associated to greater well-being when aspirations do matter in the utility function and when these
aspirations do not remain constant due to endogeneity to income or because of changing
surrounding conditions.

C. Role of adaptation Back i n 1881, Edgeworth
sensibilitytost i mul i 6. This | ow was forgotten
but it has been rescued in the concepts of habituation and adaptation. Recent studies do not only
prove that habituation in income takes place (Easterlin, 2005; Di Tella, Haisken-De and
MacCulloch, 2007), but they also show that people may not accurately foresee it and that
adaptation is not symmetric across activities (Frank, 2005; Clark, Diener, Georgellis, et.al., 2003;
Kahneman and Tversky, 1973, 1979; and Loewestein and Schkade, 1999). Adaptation itself may
imply for income to be a bad proxy of experienced utility. In addition, asymmetries and
predicting inaccuracies may lead to non-maximizing spending (Rojas, 2007c)

d. Rationality . Standard economi cligydeing grenglynrglated to
income and utility being non-decreasing in income are based on the idea that people know
perfectly well how to spend their money in order to achieve the greatest attainable utility. This
assumption is also critical for revealed-preference theory, which states that it is possible to infer
the ordinal relevance of factors from
criticized from many flanks (Simon, 1982; Thaler, 1980, 1992 and 2000; Kahneman, 1994;
Weinberg and Gottwald, 1982; Rook, 1987; Ameriks, Caplin, Leahy et.al., 2004; Tversky and
Kahneman, 1974, 1981, 1986; and Kahneman and Tversky, 1982, 1984). Without the rationality
assumption it would be impossible to assume a strong relationship between utility and income;
furthermore, observed decisions would not be sufficient to rank actions on a utility space.

e. Bias towards economic goodsStandard economic theory makes no consideration of
relational goods being an argument of the utility function; it assumes that utility depends on
economic goods alone. However, relational goods have proven to be relevant for well-being, as
well as for human motivation (Uhlaner, 1989; Gui, 2000; Wolf and Prouteau, 2004; Lane, 1991
and 2000; Becchetti and Santero, 2007; Pugno, 2007; Bruni and Stanca, 2008; Bradburn, 1969,
Gui and Sugden, 2005). Income is an irrelevant proxy for access to relational goods because is in
the nature of these goods that they can not be purchased. Income is also an irrelevant proxy for
the production of relational goods because their production is time intensive; thus, they may end
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up competing with the production of economic

time. When relational goods are taken into consideration it becomes clear that income is not the

1 These studies contradict Stigler and Becker (1977), who argue in favour of assuming that the utility function is stable, exogenous to

income, and similar across all persons.
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only relevant resource for well-being, that it is not a good proxy for utility, and that it does not
fully capture a personds contribution to
f. Bias towards material needsStandard economic theory makes no explicit consideration
of psychological needs and it concentrates in the satisfaction of material needs. However, human
beings do also have psychological needs and their satisfaction is crucial for well-being
(Baumeister and Leary, 1995; Deci and Ryan, 1985; Kasser and Ryan, 1999). Deci and Ryan
(1985) mention the following psychological needs: competence, relatedness and autonomy.
Kasser (2000) and Kasser and Ryan (1993, 1996, 1999) have shown that income is not a relevant
resource in the satisfaction of psychological needs and that sometimes materialistic values and
the pursuit of greater income may even be in conflict with their satisfaction; thus, people could
even end up having more income but less well-being.

g. Volunteerism. |l ncome does not f ul | y tocseciety; unr e

particular, it does not capture those contributions made by people and that do not have a
monetary retribution. People may undertake many efforts to contribute to the well-being of
others, but these efforts may not be monetarily rewarded because of reasons such as receivers not
having enough purchasing power to pay due to income distribution failures, or because the same
nature of the act would be destroyed if there were a monetary retribution (Boulding, 1973,;
Zamagni, 1995; Vandevelde, 2000). Thus, philanthropy and volunteerism can constitute
important contributions to society which are not fully captured by income.

h. There is more in life than the standard of living The domains-of-life literature shows
states that well-being arises from satisfaction in many domains of life where people are being
and acting as human beings (Cummins, 1996; van Praag et.al, 2003; Easterlin, 2005b; Rojas,
20064a, 2006b). Rojas (2007) states that there is more in life than the standard of living, and that
for many people there are more important things; he shows that income is relevant in explaining
economic and job satisfaction, but that its explanatory power is negligible when it comes out to
explain satisfaction in such relevant domains of life as family and personal satisfaction. Thus, the
relationship between income and well-being is not strong.

i. Cardinality and comparability . It is true that income has cardinal properties and that it
can be compared across per sons.fquaivywfdife ienot,
based on its cardinality properties but on the presumption of its strong relationship to well-being.
But it happens that the relationship between income and well-being is neither very strong nor
clear (most economists do assumed a logarithm relationship without any proof). Furthermore,
income comparability across persons becomes completely irrelevant if the income - well-being
relationship is not universal across persons. Standard economic theory works with representative
agents or assumes homogeneity in utility functions across persons; thus, everybody has the same
relationship between income and utility (Stigler and Becker, 1977). However, some studies have
shown that there may be heterogeneity across persons and across countries in the relationship
between income and well-being (Rojas, 2005, 2007b; Clark, Etilé, Postel-Vinay et.al., 2005;
Tenaglia, 2007; Rojas and Vitterso, 2007); thus, well-being comparisons across persons and
countries on the basis of their income could become irrelevant as proxies for well-being
comparisons.

J- Ordinal utility . Since Pareto (1909), utility became an ordinal concept, and economics
abandoned its previous cardinal version on the basis that a cardinal utility could not be derived
from peo plae tha it wag roti necassary to assume cardinality in order to explain
behavior (van Praag, 1991; van Praag and Ferrer-i-Carbonell, 2004). Ordinal utility became a
better model to explain behavior, but it is not mean to be a model to explain well-being. Thus, if

24

socCi

a

nco



an ordinal utility approach is followed, it is impossible to derive conclusions about the specifics
of the relationship between income and well-being; higher income is associated to non-
decreasing utility, but this utility is just useful to explain behavior, and it is not associated to any
well-being at all.

k. Income and ethical considerations Philosophers like to state ethical dilemmas; for
exampl e: 0l etds assume a person who has very
arewewill ng to state that she has a high quality

Income may not be up to these standard ethical dilemmas advanced by philosophers.

l. Technical considerations There are some technical considerations that may lead to
income not being a good proxy for a personos
standard economic theory, for example: non-competitive markets for resources and for
commodities and non-homogeneous production functions.

m. Leisure. Income does not capture relevant resources for well-being such as leisure and
use of free time. Several leisure activities may be related to well-being and may be independent
of a personds income (LI oyd and Aul d, 2002; E

1990; Auld and Case, 1997). Income may even be negatively correlated with availability of free
time. Thus, income is not a good proxy for the availability of such an important well-being
resource as leisure is.

4.2  Capabilities and Functionings

The capabilities and functionings approach is relatively new (Sen, 1979, 1985, 1993,
1999). It approaches human well-being on the basis of capabilities and functionings. According
to Sen (1985, p . 12) a functioni ngandgestodoan ach
or to bed. A personbs capability refers to th
to achieve. Sen argues that the choice of the specific functionings vector is an agency matter, this
is: a decision of each person; and he accepts that different persons may pursue different
functioning depending on their interests. Thus, Sen is not worried about differences in
functionings as |l ong as they are a conseqguenc
were in their choice set. In consequence, Sen argues that public policy should not be centered on
equalizing functionings but on expanding and equalizing capabilities. Thus, this approach
emphasizes two kinds of freedoms: a freedom in having access to all possible functionings and a
freedom in choosing what functionings to pursue. A public-policy focus on capabilities allows
expanding both kinds of freedom; while a public-policy focus on functionings may end up
restraining paaoosp theg furstiofingse edom t o
The approach has become very popular (Alkire, 2002, Anand, Hunter and Smith, 2005,
Anand and van Hees, 2006); however, it has faced many conceptual problems in defining the set
of capabilities and in distinguishing in practice between capabilities and functionings; as well as
serious trouble to operationalize, measure and track capabilities (Alkire, 2006). It is a matter of
argument that the set of capabilities go beyond income; thus, the capabilities approach is usually
associated to a concern for expanding the space of public-policy concerns beyond the income
arena. The approach has also attempt to keep the scope of evaluation in the expansion of the
capabilities space (which is associated to an expansion of freedoms) rather than in the expansion
of functionings.
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Although the four-qualities-of-life framework shares with the capabilities approach the
interest in expanding public-policy concerns beyond the income arena, it also has substantial
differences.

The set of capabilities may be very large; it may even be unbounded and include
everything that is possible for a human being to do and to think. Thus, the capabilities approach
has always faced a problem in defining and delimiting the capabilities set. The four-qualities-of-
life framework is not worried about the space of all capabilities an abstract human being could
have access to, but about the capabilities that are of value for concrete human beings. Thus, the
four-qualities-of-life framework refers to the inner quality of life chances as the set of those skills
and capabilities that ar e r -efllife veaults.t Henée,othe
framework values skills and capabilities as long as they contribute to the quality-of-life results;

a

co
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once the qualities of a personbt6s | ife resul

capabilities.*

The framework works with the quality of life of human beings of flesh and blood and who
are being in their circumstance; thus, it allows for heterogeneity in human beings and, in
consequence, it accepts that the relevant capabilities may differ across persons -and across
countries-. In other words, capabilities that are of value for one person may be completely
irrelevant for another person. Furthermore, the relevance of valuable inner skills and capabilities

ts

may be contingent t o a per s on 6 squalitias-ofdifei | 1ty

framework is not concerned at all about the universality of capabilities.

Furthermore, the freedom of choosing what functionings to pursue; this is, the expansion
of the capabilities set, does not have intrinsic value in the four-qualities-of-life framework. This
expansion of the capabilities set has value as long as it contributes to increase the quality of a
per son6s Alpersbnenaymavesa life af great quality (in terms of her appreciation of her
life, her life satisfaction, and her contribution to the well-being of others) even when she does not
have access to the whole capabilities set.

The four-qualities-of-l i f e framewor k states that t
an experience that the person must be aware of. It is not clear in the capabilities approach
whether people have to be aware of their greater well-being associated to an expansion of their
capabilities set or not. In addition, it is not clear whether the capabilities-set concept is familiar to
ordinary people, while it is clear that ordinary people are familiar with concepts such as their life
satisfaction and their satisfaction in specific domains of life.

The four-qualities-of-life framework introduce many other considerations beyond income
which have not been contemplated by the capabilities approach, such as the production of
relational goods, affective states, volunteerism activities and so on.

5. THE FOUR-QUALITIES -OF-LIFE IN LATIN AMERICA: ILLUSTRATION

This illustration must be understood as a first approach to assess and understand quality
of life in Latin America within the four-qualities-of-life framework; it does not aspire to be a
precise measur ement of each pdevekquatityg sf lifg
indicators. The main aim of this section is to illustrate the importance of following a rationale to

4 This approach is followed by Anand et.al. (2005)
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study quality of life, as well as to foster discussion on the conceptualization of the quality of life
concept.

A generalized problem which is faced when new frameworks are advanced is the
unavailability of relevant information. This is an expected problem; statistical offices gather
information about what already established theories and frameworks consider of relevance to be
measure. Thus, new frameworks always face the problem of not finding the relevant information.
Part of the r esearcher6s job is to convince
information about new variables. In consequence, the following illustration must relay on
available variables and must be considered as a raw approximation to the conception it attempts
to quantify.

In addition, the illustration does not attempt to discuss typical index-construction
problems such as weight definition and dimension-reduction techniques. The objective is not so
much to discuss index construction but to illustrate what the author thinks is a relevant
framework to conceptualize and address quality of life.

Finally, the illustration has a Latin American focus. Indices have the main purpose of
comparing the four qualities of life across Latin American; thus, indices are mostly based on the
best regional situation.

5.1  Outer Quality of Life Chances. Livability in Latin American Countries
5.1.1 Introductory comments

The outer quality of life chances refers to the livability of the environment for a person;
this is; to the external social, political, environmental, and economic conditions at country or
regional l evel that may affect the wutil
This livability of the environment may also affect the relation s hi p b et we e-ability
and her life results.

A vector of social, political and economic variables is used to assess the outer quality of a

stati

Ity of
perso

personds | ife chances. Other r ellevelstudytarethear i abl

quality of the environment (pollution, so on) and the geographical conditions of the region
(weather conditions, so on)

It is important to recognize that the livability of the environment for a person may
involve a vast list of factors. There is debate about what factors contribute to a good livability,
and their justification has been mostly based on normative arguments that reflect pre-conceptions
about what well-being is and what its causes are. In addition, it might be possible for the
relevance of these factors to differ across persons and across regions within a country. However,
because of statistical restrictions it is important to construct livability indicators at the country
level. Due to data restrictions, this paper concentrates on three large livability areas: Economic
livability, social livability, and political livability. It is important to remark that these three
livabilities do not exhaust the vast list of potential relevant factors; for example, some
consideration of ecological factors would be important, as well as some consideration of
geographical conditions. Moreover, each livability area may involve many factors that can not be
fully captured by a reduced group of variables.

Therefore, the objective is to construct proxies for the economic, social and political
livability conditions, acknowledging that these indicators do not fully cover the vast list of
relevant livability-related variables.
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5.1.2 Livability areas

a. Economic livability
The investigation distinguishes between economic structure and economic policy. It is clear that
both areas are interrelated; however, a

in time and out of direct government control, while economic policies are partially controlled by
governments and may be changed rapidly.

Economic-policy arena. Rather than working directly with a group of economic policies,
this investigation uses economic growttand inflation rate as outcome indicators of economic
policy. It is assumed that the implementation of an inappropriate mix of economic policies
(monetary, fiscal and debt, trade, exchange rate, so on) shows up in their deterrence of economic
growth and their fostering of inflation rates. It is clear that not all countries may require the same
mix of policies because their structural conditions may differ; thus, working with policy-related
outcomes might be preferable to working directly with policies. It is assumed that, in general,
more economic growth has a positive impact on the livability of the environment due to its
positive impact on the expansion of economic opportunities and on lowering unemployment
rates. Hi gher inflation rates introdu-cue
decision making.

Economicstructure arena. The economic structure of a country refers to factors such as
its endowment of economic resources and their efficient use, as well as the distributional
mechanism in place which shows up in income distribution and exclusion. These concepts are
captured in this research by the following set of indicators: GDP per capitaGini coefficient and
incomepoverty rate

b. Social livability
A personds Ilivability also depends on t
who are facing negative contingencies or who are deprived from some basic material-living
requirements. As it was discussed in section 2.4.1, there is a vast literature on the importance
played by safety nets in the welfare of the population, as well as on welfare regimes. The
literatureas sumes t hat the impact of a negatiywv
mitigated by the existence of a safety net which protects her from adversity. Of particular
importance is the availability of so-called Rawlsian or merit goods (education, health, and
nutrition) to everybody in the country, independently of their wealth and endowment of
productive resources. Access to these goods allows not only satisfying immediate basic needs but
also breaking up some vicious cycles that threaten the vast sectors of the population. Social
livability is captured by the following set of variables: public expenditure in healthpublic
expenditure in educatigand unemploymentelated public expenditure and transfers

Some literature has expressed concerns about the efficacy of these safety nets and about
their costs. A long-lasting and unresolved debate in economic literature refers to the proper role
that the State should play in a social organization. Welfare policy has been defended by many
economists and questioned by many others. It is also a recurrent issue in political debate.

C. Political livability

People do live in communities where many social decisions need to be taken; their participation
in social-decision making does not only allow for their preferences to be taken into consideration
and, in consequence, policies binding towards their preferences, but participation does also have
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intrinsic value: people want to be listened and to be taken into consideration, they want to be
treated with respect, they want to be treated as citizens and to live in a society that provides and

protects

peopl ebs r

rights (participation in social decision) and civil liberties (protection against State and other

actorsodo i
for political livability.
Anot her

nvas.i

ons t

i mportan

closely associated to the performance of the State in all economic, social and political spheres. A
good performance by the government may have a positive impact on the quality of life of
citizens through its impact on the efficiency of social and economic programs, as well as through

rai sing ci

t

i zensod s

I ght s; peopl e want to be
o the private sphere, and
t political di mension ref
ense of satisfaction with

government corruption, transparency, accountability and arbitrariness in the application of law

may direct

y and

violence are more likely to emerge in countries where governance is poor.
In consequence, the following indicators are used to approach political livability:
Political rights, civil freedom control over orruption, voice accountabilityrule of law and

political stability.

Thus, without attempting to exhaust the vast list of factors that may be related to the
livability of the environment for a person, this paper focuses on the available variables shown in

Table 2.

Table 2
List of Livability Variables

General category

Variable

Characteristics

Source

Macroeconomic situation

Growth of GNP

Continuous variable
expressed as percent
value

World Development
Indicators 2007

Yearly inflation

Continuous variable
expressed as percent
value

World Development
Indicators 2007

Wealth and its
distribution

GNP per capita

Continuous variable
expressed in dollars at
constant prices of 2000
(PPP)

World Development
Indicators 2007

Gini index

Continuous variable on a
scale of 0 to 100

World Development
Indicators 2007

People living under the
line of poverty (with less
than 2 US$ per day by
PPP)

Continuous variable
expressed as percent
values

World Development
Indicators 2007

Continda en la siguiente pagiré&a
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é continuac

Social Expenditure

Public expenditure on
health (as % of GNP)

Continuous variable
expressed as percent
values

World Development
Indicators 2007

Public expenditure on
education (as % of GNP)

Continuous variable
expressed as percent
values

World Development
Indicators 2007

Social contributions (%
of income*)

Continuous variable
expressed as percent
values

World Development
Indicators 2007

Subsidies and other
transfers (% of the
expenditure)*

Continuous variable
expressed as percent
values

World Development
Indicators 2007

Political and Legal

Political Rights (PR)

Ordinal variable (scale of
1to 7 where 1 is the
highest level of PR and 7
its total absence)

Freedom House 2007

Civil Freedom (CF)

Ordinal variable (scale of
1to 7 where 1 is the
highest level of CF and 7
its total absence)

Freedom House 2007

Governance

Control over corruption

Ordinal variable (where i
2.5 is the minimum
control and 2.5 the
maximum control level)

Governance indicators of
the World Bank, 2006

Voice Accountability

Ordinal variable (where i
2.5 is the minimum and
2.5 the maximum level of
accountability)

Governance indicators of
the World Bank, 2006

Rule of law

Ordinal variable (where T
2.5 is the minimum and
2.5 the maximum level of
rule of law)

Governance indicators of
the World Bank, 2006

Political stability

Ordinal variable (where T
2.5 is the minimum and
2.5 the maximum level of
stability)

Governance indicators of
the World Bank, 2006

5.1.3 Construction of an Overall Livability Index and Area-Specific Livability Indices

Each variable in the analysis was codified into six ordinal categories (1, 2, 3, 4, 5, 6)
using the criteria shown in Table A.1 in the appendix. As a general rule, the lower categories
always correspond to situationswhi ch ar e presumed to be | ess
of the environment. The variables in each area (economic, social, and political) are used to
construct area-specific livability indices. Ordinal categories are treated as cardinal and a simple-
average procedure is used. Thus, an economi¢ a social and a political livability index with
cardinal values that range from 1 to 6, are obtained. A simple average of the three indexes is used

des
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to construct an Overall Livability Index this index gives the same weight to the economic, social
and political livability indexes, and its value ranges from 1 to 6.

Table A.1 shows the variables included in each area, how they were re-codified for the
purposes of the study, and the source from which the information was obtained. This
investigation uses the latest information available for each country™.

The economic, social, political and overall livability indices are shown in Table 3.

Table 3
Outer Quality of Life Chances
Livability in Latin American Co untries
1 to 6 scale and ranking

Country Economic Rank Social Rank| Political Rank Overall Rank
Chile 4.6 2 25 9 5.2 1 4.09 1
Uruguay 4.6 3 2.7 6 4.7 3 3.98 2
Costa Rica 4.2 6 3.0 2 4.7 2 3.96 3
Argentina 4.2 7 3.3 1 4.2 7 3.90 4
Belize 4.7 1 25 10 4.3 4 3.84 5
Panama 4.2 8 25 11 4.3 5 3.68 6
Brazil 3.6 13 3.0 4 4.2 8 3.59 7
Mexico 4.2 9 2.0 13 4.2 9 3.46 8
Colombia 4.0 10 3.0 3 3.3 17 3.44 9
Dominican Rep 4.4 4 15 20 4.3 6 3.41 10
Ecuador 4.3 5 2.0 14 3.7 14 3.32 11
Guyana 3.3 17 3.0 5 3.7 12 3.32 12
Peru 4.0 11 2.0 15 3.8 10 3.28 13
Nicaragua 3.2 18 2.7 7 3.7 13 3.18 14
Bolivia 3.0 20 2.7 8 35 16 3.06 15
Honduras 34 14 2.0 16 3.7 15 3.02 16
Venezuela 3.8 12 2.3 12 2.8 20 2.99 17
El Salvador 3.4 15 1.7 19 3.8 11 2.97 18
Guatemala 34 16 2.0 17 3.2 19 2.86 19
Paraguay 3.2 19 2.0 18 3.3 18 2.84 20
MEAN L.A. 3.9 2.4 3.9 3.41

Index elaborated with data from The World Development Indicators 2007, Freedom House 2007 and Governance indicators of the
World Bank 2006

Based on the well-being presumptions made by the economic, social (welfare regime)
and political literature, and on the basis of the variables under consideration, it is found that the
countries with the better-off livability conditions in Latin America are Chile, Uruguay and Costa
Rica, while the countries with the worse-off livability conditions are Paraguay, Guatemala and El
Salvador. Table 3 provides insights about the livability situation in each country; for example,
Chile occupies the first position as ranked by the overall livability index. This is due to its first
rank in political livability and its second rank in economic livability; however, Chile ranks in the
middle of the Latin American countries regarding social livability, below countries such as
Bolivia and Nicaragua, which perform rather poorly in overall livability. Dominican Republic
shows relatively good economic and political livability, but its social livability ranks at the

15 For example, the Gini coefficient is not available in the same year for all countries.
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bottom of the list; while Bolivia shows very poor economic and political livability, but a
relatively high social livability. These cases show that the economic, social and political
livability indices might develop differently. Table A.1 shows the correlations between area-
specific livability indices. It is observed that the correlation is high between political and
economiclivability, but social livability is not highly correlated to economicand political
livabilities.

5.2  Inner Quality of Life Chances. Life-Ability in Latin American Countries

This quality of |l ife refers to the O0life assetsbd t
| mportant assets recognized in the Il iteratur
education. It is important to state that the relevant assets, as well as the degree of their relevance,
may be contingent to the l|ivability of a pers

5.2.1 Health Variables

Five variables are used to assess health-related life-abilities within each country: Life
expectancynatural logarithm of daily intake of caloies per capitaaverage seltreported health
and mean healthrelated functioning constraint®ased on EQ5 questionnaire). It is important to
state that life-abilities are personal-level characteristics; it is assumed that country-level
information provides a good proxy of the situation of each citizen in the country.

Life expectancyfigures were also obtained from the Economic Commission for Latin
America and the Caribbean (ECLAC). Daily intake of kcal per capitavas obtained from the
Pan-American Health Organization (PAHO); a natural logarithm of the daily per capita kcal was
calculated in order to give a higher weight to the changes at the bottom of the range.®

Country-level indicators for healthrelated functioning constraint€EQ5) and for self
repated healthwere constructed from micro-data coming from the Gallup 2007 survey.'” The
EQS5 proxy was calculated from a set of five questions in the survey. Table 4 shows the list of
EQS5 variables as well as their response codification; a higher value is associated to a better
functioning.

Table 4
Health-Related Information
EQ5-Instrument and Reported Health
Responses and response values as used in thi

Terminology Question asked study
I have no problems walking around i 3
Mob MOBILITY (your ability to walk around) | I have some problems walking around - 2

I am confined to bed i 1

I Have no problems with self-care i 3

Have some problems washing or dressing myself - 2
I am unable to wash or dress myself i 1

I have no problems with performing my usual

u_act USUAL ACTIVITIES activities - 3

I have some problems performing my usual activities

SELF CARE (ability to take care of

s_care
- yourself)

16 Life expectancy and mortality rate of children under 5 years old (per thousand) are obtain from ECLAC (2005). Daily kcal intake per

capita: (Last year available) from PAHO Basic Indicator Data Bse. Available at:
www.paho.org/English/SHA/coredata/tabulator/newTabulator.htm
This information is available for all countries in this research except VVenezuela.
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-2
I am unable to perform my usual activities i 1

I have no pain or discomfort i 3

pain_h PAIN/DISCOMFORT I have moderate pain or discomfort - 2

I have extreme pain or discomfort -1

I am not anxious or depressed i 3

Anx ANXIETY/DEPRESSION I am moderately anxious or depressed - 2
I am extremely anxious or depressed T 1

Source: Gallup Survey 2007

The EQ5 questions refer to mobility, capacity of self care, capacity to perform usual
activities, pain/discomfort, and anxiety/depression functioning constraints. These 5 variables
have answers on a scale of 1 to 3 where 3 is the best status of health-related functioning in each
case. Based on Gallup 2007 survey, which contains this information at the personal level for
about 18000 people, a factorial analysis with principal components extraction was performed in
order to construct an EQ5-variable. Table A.2 shows the eigen vector of the first principal
component obtained in this analysis.
An EQ5 health-related functioning constraint proxy for each person is constructed using
the first principal component, its personal-level value is re-scaled to a 0 to 100 scale, being 0 the
lowest and 100 the highest level of EQ5 health-related functioning constraints. Table A.3 shows
descriptive statistics by country.
The Gallup 2007 survey also contains a question regarding self-r e por t e tsingpa al t h:
scale from O to 10 on which the bssite you can imagine is marked 10 and the worst state you
can imagine is marked 0 indicate how good or bad your own health isdtqdaypeop |l e ev al
their health on a scale of 0 to 10. According to this variable 0 is the lowest and 10 the highest
level of health possible for each person. A description of self-reported health for each country is
shown in Table A.4.

5.2.2 Construction of anoverall health index

In order to obtain an overall health index, for each variable the country with the highest
val ue was assigned the number 100 and the othe
of this highest value. Finally, the overall index is a simple mean of the five rescaled variables.

Table 5 shows the rescaled values for each variable at country level as well as well as the
overall health index and the country rankings.

Table 5
Health Related Life-Abilit
Life Calories ., | seltReported Overall
Country Expectancy Intake EQ5 Index Health Index” Health Rank

Index* Index** Index”
Argentina 95.1 99.0 97.3 88.5 95.0 4
Belize 92.1 98.7 98.8 88.9 94.6 6
Bolivia 81.7 94.8 95.4 77.6 874 19
Brazil 90.9 100.0 95.9 914 94.6 8
Chile 99.5 99.4 95.1 78.7 93.2 14
Colombia 92.5 97.9 97.8 90.3 94.6 7
Costa Rica 100.0 97.4 98.6 100.0 99.0 1
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Dominican Rep 89.8 97.6 97.9 89.8 93.8 11
Ecuador 95.0 98.1 98.5 76.9 92.1 15
El Salvador 90.4 97.6 99.3 85.5 93.2 13
Guatemala 88.2 95.4 99.2 93.2 94.0 9
Guyana 80.5 98.4 98.5 87.2 91.2 17
Honduras 90.9 96.5 98.2 88.2 93.5 12
Mexico 94.0 99.5 97.6 92.2 95.8 3
Nicaragua 89.0 96.3 96.3 85.0 91.7 16
Panama 95.7 97.6 100.0 94.6 97.0 2
Paraguay 90.7 99.4 98.8 86.4 93.8 10
Peru 89.4 96.3 96.4 75.4 89.4 18
Uruguay 96.3 99.3 97.9 86.1 94.9 5
Venezuela 93.2 96.8 Na na na Na
MEAN L.A. 91.7 97.8 97.8 87.2 93.6

*Source: ECLAC
** Source: PAHO
* Source: Gallup 2007 Survey

It is observed that Costa Rica ranks at the top regarding health life-ability in Latin
America. Costa Ricans enjoy the highest life expectancyas well as the highest selfreported
health Panama ranks second, showing a good performance regarding healthrelated functioning
constraints (EQ5). Bolivia and Peru rank at the bottom. Chile ranks 14, it shows good
performance in life expectancynd daily intake of caloriesbut selfreported healthand health
related functioning constraint&€Q5) are much below the Latin American average. It is possible
for differences across countries in seltreported healtrand healthrelated functioning constraints
(EQ5) to be influenced by demographic differences across countries; for example, mean age in
Chile is almost 12 years higher than in Guatemala according to the Gallup 2007 Survey.

Table A.5 shows the correlation matrix between the four health-related life-ability
variables.

5.2.3 Education

Education of Latin Americans is approached through three variables: Literacy rate
primary school completigrand school attendance at 12 years oltlis important to remark that
life-abilities are personal-level variables; the use of country-level figures presumes that citizens
have a probability of being literate, of completing primary school, and of attending school at 12.

Literacy rate is constructed as the complement of figures for illiteracy rate of people of
age 15 and above obtained from ECLAC (2005). The percentage of population completing at
least primary education and the percentage of population attending school at the age 12 were
both obtained from the Sociometradatabase of the Inter-American Development Bank.*®

In order to calculate an overall education indethe three variables were rescaled so that
the country with the highest value was given a value of 100 and the other countries were
assigned a charge that represented a percentage of this highest value. Following this, an overall
education indexvas calculated by obtaining the mean of the three rescaled variables.

18 Figures correspond to latest year available at Inter-American Development Bank (IADB). Sociometro Datasetvailable at:

www.iadb.org/sociometro/index.html
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The values of the rescaled variables as well as the overall education indexnd each

countrybés rank accorfing to it are shown
Table 6
Education-Related Life Ability
Literacy Primary School School Overa_ll
Country i Attendance at 12| Education Rank
Index* Completion Index

Index Index
Argentina 98.18 100.00 100.00 99.39 1
Belize 95.66 8.62 97.72 67.33 20
Bolivia 89.19 79.85 94.72 87.92 14
Brazil 89.80 93.10 98.58 93.83 9
Chile 97.47 94.41 99.25 97.05 3
Colombia 93.84 90.46 92.04 92.11 11
Costa Rica 97.17 89.52 97.61 94.76 6
Dominican Rep 86.36 67.92 98.92 84.40 15
Ecuador 93.94 91.03 84.96 89.98 13
El Salvador 81.92 71.83 91.54 81.76 16
Guatemala 72.53 49.75 84.40 68.89 19
Guyana 100.00 94.91 95.86 96.92 4
Honduras 78.79 66.74 87.47 77.67 17
Mexico 93.54 90.33 96.93 93.60 10
Nicaragua 68.79 63.02 87.61 73.14 18
Panama 93.94 94.57 96.36 94.96 5
Paraguay 95.35 82.82 93.49 90.55 12
Peru 92.53 93.78 97.87 94.72 7
Uruguay 98.99 98.66 97.56 98.40 2
Venezuela 94.95 91.07 95.98 94.00 8

MEAN L.A. 90.65 80.62 94.44 88.57

* Source: ECLAC
** Source: IADB
* Source Gallup 2007 Survey

Citizens of Argentina, Uruguay and Chile have the best education-related life-abilities.
On the other hand, citizens of Guatemala, Nicaragua and Honduras have the poorest education-
related life-abilities in Latin America.

5.2.4 Overall life-ability in Latin American countries
A simple average of the overall health and the overall education indices is calculated to
construct the overall life-ability index for citizens of Latin American countries. Table 7 shows

the three indices (education, health and overall life-ability) as well as the country rankings
according to the overall index.
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Table 7
Inner Quality of Life Chances
Life-Ability in Latin American Countries
Comparative Analysis

Country Overall Health Oyerall ngrall Life - Rank
Index Education Index | Ability Index

Argentina 95.0 99.4 97.2 1
Costa Rica 99.0 94.8 96.9 2
Uruguay 94.9 98.4 96.7 3
Panama 97.0 95.0 96.0 4
Chile 93.2 97.1 95.1 5
Mexico 95.8 93.6 94.7 6
Brazil 94.6 93.8 94.2 7
Guyana 91.2 96.9 94.1 8
Colombia 94.6 92.1 93.4 9
Paraguay 93.8 90.6 92.2 10
Peru 89.4 94.7 92.1 11
Ecuador 92.1 90.0 91.0 12
Dominican Rep 93.8 84.4 89.1 13
Bolivia 87.4 87.9 87.7 14
El Salvador 93.2 81.8 87.5 15
Honduras 93.5 7.7 85.6 16
Nicaragua 91.7 73.1 82.4 17
Guatemala 94.0 68.9 81.4 18
Belize 94.6 67.3 81.0 19
Venezuela Na 94.0 Na na
MEAN L.A. 93.6 88.6 91.0

Constructed with data from Table 5 and Table 6

In general, the life-abilities of people in Argentina, Costa Rica and Uruguay are high.
Argentineans have a good education life-abilities and above average health life-abilities; Costa
Ricans have excellent health life-abilities and above average education life-abilities. People in
Guatemala, Nicaragua, and Honduras do have, on average, relatively low life-abilities.
Guatemalans do show an about average health life-ability, but their education life-ability is very
poor.

The correlation between the overall education index and the overall health index is 0.202.
It is not high, indicating that education and health life-abilities do not necessarily show up
together. Table A.5 further explores the correlations between health and education life-abilities
components. It is observed that some components of the health index do correlate negatively
with components of the education index.

5.3  Outer Quality of Social Results. Utility of Life in Latin American Countries

The qual it yglifochn beaundgrséood sara méasured in terms of how this
personds | i f e cheimtofrothebs intsoeiedy. I this reselrad it ievstated that a
personbd6s | ife is of great er -beingofetherstpraughl fort y

example, the production of economic goods that allow satisfying material needs, the production
of relational goods that allow satisfying psychological needs such as correspondence of
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sentiments, emotional support, and relatedness, and through philanthropic behavior that allows
contributing directly to the well-being of others.

5.3.1 Construction of variables: Income

l ncome is a proxy for peopl eds production
capita income in US dollars (PPP) are available at the personal level from the Gallup 2007
survey.'® On average, the production of economic goods is higher in Belize, Costa Rica and
Argentina, and it is lower in Ecuador, ElI Salvador and Peru. It is important to remark that
attrition rates for the income question in the Gallup survey are relatively large.

It is important to remark that this study uses household per capita income rather than
personal income. Using this variable as a proxy for the production of economic goods relevant
for the utility of a per sonos |l ife does i mply strong
computational ones): first, that the production of economic goods made by the whole household
is attributed T as a proxy- to each member in the household. Second, there is no consideration of
family size, so that persons living in larger families or families with a larger percentage of
members in the labor force tend to have larger attributed values for their production of economic
goods. In any case, as long as there are no systemic differences across countries one would
expect that mean values do provide acceptable information.

5.3.2 Construction of variables: Relational goods

The Gallup 2007 survey includes one question regarding access to a relational network
that, in principle, can allow for the production of relational goods. The information is available at
personal | evel for all countries conKyoder ed
were in trouble do you have relatives or friends you can count on to help yoawehgou need
themornotdé and it i s answered as yes (1) or no
reports to either have, or not, friends and relatives to count on. It is important to remark that this
question may not be a good proxy for the production of relational goods because it refers to

of

(o

availability of a Oprivated relational net wo't

production of relational goods such as friendship, emotional support, nurturing, and so on.”
However, there is no other information available and it is reasonable to assume that people who
have access to a net are not only receivers but also providers of relational goods. Figures from
the Gallup survey show that access to a relational network is high in Venezuela, Panama and
Costa Rica, where 94.5 percent, 93.7 percent and 91.6 percent of people, respectively, do
manifest having access to relational network. Figures are relatively low in El Salvador, Bolivia
and Peru; 71.7, 76.2, and 80.0, respectively.

1 Household per capita income figures were calculated by L. Gasparini from categorical income information from the Gallup 2007

survey. See Gasparini (2008).

2 The Gallup 2007 survey contains a group of other relevant questions that better proxy the production of relational goods, such as: a.

filla. In the past 7 days, have you shared a meal with alh#rebers of your household, or ndtp. fillb. Approximately, how long do you

devote to sharing a meal with your household members every time you sit at the table tbgetbentilc. In the past 12 months, would you

say the members of your householdéhgotterd However , information for these questions was
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5.3.3 Philanthropic behavior

A personodés willingness to help others 1is
her life. The Gallup 2007 survey includes three variables regarding philanthropic behavior that
refer to donating moneyvolunteeringand heping a stranger The questions are formulated in
such way that the person has to answer whether she has, or has not, done any of those activities
i n the past mont h; therefore, these are bina
Ayeso.
A factorial analysis with principal-components extraction is used to construct a single
philanthropic variable based on the three variables available. Both the tetrachoric correlation
matrix and a normal correlation matrix for the three philanthropic behavioral variables are used.
The charges of the eigen vector of the first principal component in both cases are extremely
similar; for the purposes of this study the charges of the normal principal-component analysis are
used to construct the philanthropic behavior proxy. The eigen vector used is shown in Table A.5.
The principal component variable was re-scaled to a 0 to 100 scale in order to have a
philanthropic-behavior indicator for each person in the sample. Mean values where calculated for
each country.
Guyana, Chile and Honduras are countries where people do show greater inclination to
practice philanthropic behavior; while philanthropic behavior is relatively low in Uruguay,
Ecuador and Mexico.

5.3.4 Overall Utility -of-Life Index

a. Construction
The following criteria were used to construct an overall utility-of-life index. Income, access to a
relational network and philanthropic behavior are personal-level variables

Income. Because income is an unbounded variable which is expected to show
diminishing well-being returns, this investigation follows commonly accepted methodology
(e.g.: HDI construction) of working with the natural logarithm of income rather than with raw
income values.

Standarization of variables and rescaling Each variable under consideration (Access
to a relational network, logarithm of household per capita income, and philanthropic behavior)
was standardized to have mean 0 and standard deviation 1. These standardized values were re-
scaled to a 0 to 100 scale, so that a score of 100 is given to those persons in the survey with the
greatest computed value for each variable and a value of O to those persons with the lowest
computed value for each variable. Thus, it is possible to have personal-level relationalgoods
economiegoods and philanthropicbehavior indices. Mean values by country are then
calculated.

b. Overall and areaspecific indices
The overall utility-of-life indexis constructed as a simple average of the relationalgoods index
the economiegoods indexand the philanthropc-behavior indexThus, this index is a composite
index based on three area-specific indices.

Table 8 shows mean values by country for these indices, as well as country rankings.
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Table 8
Outer Quality of Life
Utility of Life in Latin American Countri es
Comparison analysis
Overall and area specific and ranking

Country Relational-goods | Economicgoods Philanthropic- Overgll Utility - Rank' by
Index Index behavior Index | of-Life Index overall index

Costa Rica 91.55 74.73 41.64 69.23 1
Guyana 84.52 75.12 46.87 68.63 2
Panama 93.65 70.26 38.93 68.00 3
Belize 86.85 78.92 34.53 66.78 4
Chile 81.23 72.60 46.20 66.46 5
Colombia 88.86 72.69 37.22 66.16 6
Guatemala 86.23 68.63 37.47 66.07 7
Honduras 81.70 69.79 44.63 65.46 8
Dominican Rep. 82.46 70.28 42.19 65.45 9
Nicaragua 86.69 69.35 38.99 64.78 10
Venezuela 94.47 68.02 29.07 64.20 11
Paraguay 85.61 69.22 36.74 64.19 12
Brazil 86.30 72.00 32.33 63.55 13
Argentina 85.73 74.83 28.62 62.73 14
Mexico 88.53 69.32 28.41 62.55 15
Uruguay 87.27 74.00 22.31 60.80 16
Peru 79.96 66.43 31.81 59.51 17
Ecuador 83.02 68.05 26.58 58.90 18
Bolivia 76.21 67.13 31.96 58.71 19
El Salvador 71.73 67.35 30.80 58.04 20
Total 85.09 74.83 37.3 63.61

Constructed with data from the Gallup 2007 Survey

It is observed in Table 8 that on average Costa Rica shows the highest overall outer-
gual ity of life results (utility of a person:
performing very well in the production of both relational and economic goods, as well as
showing a good philanthropic behavior. This quality of life is also high in Guyana and Panama.
The outer-quality of life results is relatively low in El Salvador, Bolivia and Ecuador.
Correlation coefficients for mean values of relational-goods index, economic-goods index
and philanthropic-behavior index are shown in Table A.6. Correlations are not high.

5.4  Inner Quality of Life Results. Life Appreciation in Latin American Countries
5.4.1 Introductory comments

The inner qualityof | i fe results refers to a person
her life is going well or not. It is common for this assessment to be based on an overall
satisfaction with life or on a happiness assessment. In some cases, researchers make the
assessment on the basis of a set of self-reported affective states.

The Gallup 2007 survey includes two general questions regarding this inner quality of
i fe: First, a typical | i fe satisfaction ques
yourl i fe as a whole these days?o0, a 0 to 10 an:
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and 10 is satisfied. Second, a general life-appr eci at i on g u @leaseimagineawh i c h
ladder/mountain with steps numbered from zero at the bottoentattthe top. Suppose we say
that the top of the ladder/mountain represents the best possible life for you and the bottom of the
ladder/mountain represents the worst possible life for you. On which step of the ladder would
you say you personally feel ystand at this time assuming that the higher the step the better you
feel about your life and the lower the step the worse you feel about it? Which step comes closest
tothewayyoufee?. The response scale goes fandl®d 0 to
the highest possible life appreciation.

The life satisfaction question is a direct one, and its answering probably involves both
cognitive and affective considerations and mental processes (Argyle, 2001). The life appreciation
question is less common in the subjective well-being literature; it is probably a more cognitive-
oriented question, which asks for a persono:
eval uation norms such as O6the best pyps&dble |
Hence, this question demands not for a satisfaction assessment but for an assessment based on
current achievements and on aspirational gaps.

5.4.2 Inner Quality of Life Results in Latin America

This investigation uses both the life satisfaction and the life appreciation variables to
construct an overall assessment of inner quality of life results in Latin America. An average
between life satisfaction and life appreciation is calculated at the personal level in order to have
an assessment of the inner quality of life results for each person in the Gallup survey.?
Afterwards, mean values are computed for each country. Table 9 shows the inner-quality-of-life-
results situation in Latin American countries.

Table 9
Inner Quality of Life Results
Life appreciation and life satisfaction, 0 to 10 scale
Descriptive statistics by country

Levels Country
0 to 10 scale Rankings
Country _Life _ Lifg _ Overall _Life _ Lif(_a _ Overall
Satisfaction]| Appreciation| IQLR | Satisfaction| Appreciation IQLR
Costa Rica 8.48 7.41 7.9%5 1 1 1
Panama 7.76 6.84 7.30 4 2 2
Mexico 7.76 6.56 7.16 3 3 3
Guatemala 7.85 6.31 7.08 2 6 4
Brazil 7.53 6.17 6.85 5 8 5
Colombia 7.35 6.23 6.79 7 7 6
Argentina 7.09 6.01 6.55 8 10 7
Belize 6.54 6.41 6.48 14 5 8
Venezuela 6.47 6.47 4 9
Guyana 6.54 6.02 6.28 15 9 10
Uruguay 6.72 5.67 6.20 12 12 11
2 The life appreciation question is phrased in such a way that requests for a feeling about a subject which, such as life appreciation, is

mostly cognitive.
2 Information regarding life satisfaction is not available for Venezuelans; thus, the overall inner quality of life results for Venezuelans is
calculated on the basis of their life appreciation.
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Dominican Rep 7.42 4.93 6.18 6 18 12
Chile 6.45 5.77 6.11 16 11 13
Honduras 7.04 511 6.08 10 17 14
Nicaragua 7.07 4.93 6.00 9 19 15
Paraguay 6.77 5.22 6.00 11 16 16
El Salvador 6.68 5.28 5.98 13 15 17
Bolivia 6.27 5.37 5.82 18 13 18
Peru 5.98 5.33 5.66 19 14 19
Ecuador 6.35 4.93 5.64 17 20 20
Mean L.A. 7.03 5.85 6.43

Constructed with data from the Gallup 2007 Survey

It is observed that there is high dispersion in mean values of IQLR across Latin American
countries. Costa Ricans show, on average, the highest IQLR, while Ecuadorians have, on average
the lowest IQLR. The range of dispersion is of 2.3 points in a 0 to 10 scale; which implies that
Costa Ricans have an IQLR that is 40 percent above that Ecuadorians. Countries which rank at
the top of the overall IQLR indicator are Costa Rica (which ranks at the top in both life
satisfaction and life appreciation), Panama and Mexico. The countries with the lowest inner
quality of life results are Ecuador, Peru, Bolivia, and El Salvador.

Mean life satisfaction is higher than mean life appreciation in all Latin American
countries. It seems that Latin Americans are better off in affective-oriented than in cognitive-
oriented matters.

5.5  The Four Qualities of Life in Latin American Countries.

Table 10 shows a summary of the four quality-of-life indices for the Latin American
countries; while Table 11 presents the ranking standings at the country level.

Table 10
Quality of Life in Latin Americ a
Four Qualities of Life
Indices by Country

Country Oqter Quality of Inr)er Quality of Out_er Quality Inn_er Quality of
Life Chances Life Chance$ | of Life Results’| Life Results’
Argentina 3.90 97.2 62.73 6.55
Belize 3.84 81.0 66.78 6.48
Bolivia 3.06 87.7 58.71 5.82
Brazil 3.59 94.2 63.55 6.85
Chile 4.09 95.1 66.46 6.11
Colombia 3.44 93.4 66.16 6.79
Costa Rica 3.96 96.9 69.23 7.95
Dominican Rep. 341 89.1 65.45 6.18
Ecuador 3.32 91.0 58.90 5.64
El Salvador 2.97 87.5 58.04 5.98
Guatemala 2.86 81.4 66.07 7.08
Guyana 3.32 94.1 68.63 6.28
Honduras 3.02 85.6 65.46 6.08
Mexico 3.46 94.7 62.55 7.16
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Nicaragua 3.18 82.4 64.78 6.00
Panama 3.68 96.0 68.00 7.30
Paraguay 2.84 92.2 64.19 6.00
Peru 3.28 921 59.51 5.66
Uruguay 3.98 96.7 60.80 6.20
Venezuela 2.99 na 64.20 6.47

1 Inalto 6 scale.

2 Ina0 to 100 scale.

® Ina0to 10 scale

Constructed with data from Table 3, Table 7, Table 8 and Table 9

The ranking of the countries may vary significantly according to the quality of life under
consideration. Some countries, such as Costa Rica and Panama show a consistent favorable
performance across the four qualities of life. Countries such as Ecuador, El Salvador, Nicaragua,
Paraguay, Bolivia and Peru show a consistent poor performance across the four qualities of life.
Chile and Argentina performs relatively good in quality of life chances, but not so in quality of
life results.

Table 11
Quality of Life in Latin America
Four Qualities of Life
Country Rankings

Country Ouf[er Quality of Inn'er Quality of Outgr Quality Inne;r Quality
Life Chances Life Chances | of Life Results | of Life Results
Argentina 4 1 14 7
Belize 5 19 4 8
Bolivia 15 14 19 18
Brazil 7 7 13 5
Chile 1 5 5 13
Colombia 9 9 6 6
Costa Rica 3 2 1 1
Dominican Rep. 10 13 9 12
Ecuador 11 12 18 20
El Salvador 18 15 20 17
Guatemala 19 18 7 4
Guyana 12 8 2 10
Honduras 16 16 8 14
Mexico 8 6 15 3
Nicaragua 14 17 10 15
Panama 6 4 3 2
Paraguay 20 10 12 16
Peru 13 11 17 19
Uruguay 2 3 16 11
Venezuela 17 na 11 9

Constructed with information from Table 10 |

Consistency across the four qualities of life is also observed in Table 12, which shows the
correlations between the mean country values for the four qualities of life in the 20 countries
under consideration. It is observed in Table 12 that all correlations are positive; however, the
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correlation between the outer quality of live chances and the inner quality of live chances is
negligible.?®

There are some countries that show inconsistent performances across the four
qualities of life. Chile is ranked first according to the outer quality of life chances; however, its
performance is very poor according to the inner quality of life chances and to the inner quality of
life results. It seems that in the case of Chile an excellent livability does not automatically
translate into a positive appreciation of life by Chileans. The utility of Chileans life is ranked, on
average, as fifth in the group of countries. Venezuela and Uruguay are also interesting cases of
inconsistencies across the four qualities of life. Venezuela ranks very low in the livability of the

country, but does pretty well when it comes
other hand, does well in livability (being ranked second), but badly in the other qualities of life.
Table 12

Four Qualities of Life
Correlations of Mean Values across Countries

0OQLC IQLC OQLR IQLR
oQLC 1.0000
IQLC 0.5598 1.0000
OQLR 0.2879 0.0486 1.0000
IQLR 0.3596 0.2940 0.6137 1.0000

OQLC: Outer quality of life chances. Livability of environment
IQLC: Inner quality of life chances. Life-ability of citizens
OQLR: Outer quality of life results. Utility of life

IQLR: Inner quality of life results. Self-appreciation of life
Constructed with information from Table 10

5.6  The Four-Qualities of Life. Comparison to Income and Human Development Index

GDP per capita measures, and more recently
domi nated the discussi on headldeang spaceoTable L3rshoviss per f
the situation of the Latin American countries according to these indices. It is observed that the
top-ranking performance of Costa Rica in quality of life results is not fully captured by per capita
income measure or by the Human Development index. A similar conclusion is obtained for
Panama. On the contrary, Argentina is ranked at the top and Chile is ranked relatively well by
the per capita income measure or by the Human Development index; however, their quality-of-
life-results performance is not similar. Thus, there are some differences in the appraisal of the
goodness of life in Latin America among the four qualities of life and also among these four
qualities of life and commonly used indicators such as the per capita income and the Human
Development index.

Table 13
Per Capita Income and Human Development Index in Latin America
Levels and Country Rankings

Levels Ranking
Inc_om_e Human Income Human
Country per capitain U.S.] Development . Development
dollars* Index** per capita Index
Argentina 8131 0.869 1 1

2z Table 13 shows correlations between mean country values; working with mean values at country level rather than with personal values

increases computed correlations.
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Belize 4025 0.779 8 10
Bolivia 1033 0.695 17 20
Brazil 3574 0.8 9 7
Chile 5729 0.867 4 2
Colombia 2157 0.791 12 9
Costa Rica 4505 0.846 6 4
Dominican Rep. 3089 0.779 10 11
Ecuador 1550 0.778 15 12
El Salvador 2129 0.772 13 14
Guatemala 1720 0.735 14 17
Guyana 799 0.75 20 16
Honduras 977 0.7 18 19
Mexico 5993 0.829 3 5
Nicaragua 835 0.71 19 18
Panama 4439 0.812 7 6
Paraguay 1296 0.755 16 15
Peru 2340 0.773 11 13
Uruguay 6094 0.852 2 3
Venezuela 4939 0.792 5 8

* Source: ECLAC
** Source: UN

Table 14 shows the correlations between the four qualities of life and per capita income
and human development index. It is observed that the correlation between HDI and per capita
income is very high (0.89), which means that in the case of the Latin American Countries the
HDI provides little additional information beyond what per capita income contains.

Table 14
The Four Qualities of Life
Correlations with per capita income and human develpment index

Per Capita
0QLC IQLC OQLR IQLR > cap! HDI
Per Capita 0.726 0.576 0.055 0.407 1.00 0.89
Income
HDI 0.803 0.744 0.125 0.422 0.893 1.00

OQLC: Outer quality of life chances. Livability of environment
IQLC: Inner quality of life chances. Life-ability of citizens
OQLR: Outer quality of life results. Utility of life

IQLR: Inner quality of life results. Self-appreciation of life
Constructed with information from Table 13

It is observed that the correlations among Y/, and HDI and quality-of-life chances
are relatively high. First of all, Y, and HDI are variables with an inspiration to measure the
chances for a good quality of life; thus, it is of no surprise that correlations are high. However, it
is also possible that these are presumed chances, and further micro-level research is needed to
identify the relevant chances for a life of quality.

The correlations among Y. and HDI and quality-of-life results are not so high, in special
regarding the outer quality of life results. Per capita income has a correlation of just 0.05 with the
OQLR, and of 0.41 with the IQLR. HDI has a correlation of 0.12 with the OQLR, and of 0.42
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with the IQLR. Hence, assessments of the quality of life based on per capita income and HDI do
not closely follow assessments based on the four-qualities-of-life framework.

6. FINAL CONSIDERATIONS

This investigation is concerned with providing a rationale for the understanding and

measurement of quality of 1ife. The i nvesti

Four-Qualities-of-Life Framework. Its main purpose is to bring order to the vast literature on
measuring quality of life; another purpose is to provide a richer framework to guide public policy
in the procurement of a better society.

A first distinction is made between chances and results; a second distinction is made
bet ween inner and outer attributes. Fol
life are identified: First, the livability of the environment for the person (outer quality of life
chances), which refers to the presence of t
favor the quality of her life. Se c o n d, a -gbiéitresgioner Guslity bf 1ifé chances), which
deal with the abilities and skills a person possesses and which are of relevance for enhancing the

OWi

g

ng

hose ¢

quality of herlife. Thi r d, t he ut i |thistisyt hoef cao npterrisbountdi so nl ioffe &
subj e

the well-being of others (outer quality of liferesults). Four t h, a per sonds
life, which can only be assessed by the person herself; this experience is assessed in terms of her
appreciation of life and her satisfaction with life (inner quality of life results). Cognitive,
affective, and hedonic factors are of relevance when a person makes this assessment.

The four-qualities-of-life framework makes distinction between chances and results is
useful for public policy. Chances belong to the space for public-policy immediate action, while
results constitute the final motivation of public-policy. It is expected for governments and other
institutions to act on quality-of-life chances and to monitor their evolution; however, a final
evaluation of public policies must take into consideration their final motivation, this is: the
evolution of quality-of-life results.

The four-qualities-of-l i f e framework focuses on a
rather than on explaining it.

The four-qualities-of-life framework recognizes the complexity and richness of human
beings and of their lives; thus, it calls for a broader scope in public-policy design and evaluation.
Public-policy deliberations should no longer be narrow-focused on how income evolves, but they

SSsessi

should take into consideration ot Hife suchrae |

how the production of relati onal goods
how their satisfaction in domains of life changes, what happens with availability of free time and
with volunteerism, and so on.

The four-qualities-of-life framework calls for public policy to influence quality-of-life
chances, but its final purpose should be to enhance quality-of-life results. As such, the
recommended policies that emerge from this framework may substantially differ with respect to
standard-economic advice based on increasing income and with respect to the capabilities
framework. For example, education acquires a completely different role within the four-
qualities-of-life framework; while education is associated to human capital in the current

evant

S

domi nant rationales who are worried about

and to increase her income, the framework is worry about an education that provides the skills
for having a life that is satisfactory for the person and that can contribute to the well-being of
others. It is clear that educational skills that are required to maximize income earnings are not
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similar to those that are required to have a satisfactory relationship with others in society.
Another example, the four-qualities-of-life also implies a different understanding of
interpersonal relations; while current rationales are concerned about how human relations foster
social capital so that societies can grow faster; the framework sees intrinsic value in human
relations, as they contribute to the production of relational goods and to satisfaction with life.

The quality-of-life concept also demands reconsideration of the scope of public policy.
The concept demands from public policy to take into consideration its impact on many domains
of a personés | ife beyond the economic domain
are being human beyond the consumption aspect.

The illustration to Latin America shows that quality of life is a concept that differs from
current dominant rationales such as welfare economics and capabilities and functionings, The
correlation between GDP per capita and the Human Development Index (HDI) is very high in
Latin America (about 0.90), which indicates that there is no much information in the HDI which
is not already captured by GDP measures. On the other hand, both GDP per capita and HDI
show relatively low correlations with some qualities of life. Thus, quality of life introduces a
new set of considerations and information into the scope of public-policy concerns. The
illustration also shows that some countries, such as Chile, may show very good per capita
income indicators and relatively poor quality-of-life indicators. Further case studies are required
to understand these asymmetric performances.

The paper shows that further efforts are needed to gather relevant information to assess
quality of life. Current official statistics are centered in gathering income-related information
such as inflation rates and consumption expenditure; however, there is little information, and
practically no time-series information, about such relevant issues as satisfaction of psychological
needs, production of relational goods, time allocated to volunteerism, satisfaction with life,
affective states and so on.

This paper constitutes a first attempt to advance the four-qualities-of-life framework and
place it within the public-policy sphere. The paper provides a rationale to understand and
measure quality of life. Once the conceptualization issue has been settled, further efforts will be
required to develop theories that explainthequ al i t 1 es of  aathgreformaiond s | i v
and construct indices, to test and improve theories, and to study how this new knowledge can be
used to design public policies that enhance quality of life and contribute to the betterment of
society.
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APPENDIX

Table A.1

Area-Specific Livability Indices
Country -level Correlations

Economic  Social  Political
Index Index Index
Economic Index 1
Social Index 0.0875 1
Political Index 0.6755 0.1856 1

Constructed with information from Table 3

Table A.2

Principal Component Analysis
EQ5 healthrelated functioning constraints
eigen values and explained variability

% variability explained 50%
Variable Charge
Mobility 0.4883
Self care 0.4303
Usual activities 0.5055
Pain 0.4544
Anxiety 0.3381

Constructed with information from the Gallup 2007 Survey

Table A.3
EQS5 Health
Descriptive statistics by country
Country Mean Std. Dev Frequency
Panama 96.35 9.44 972
El Salvador 95.29 11.10 982
Guatemala 95.22 11.35 967
Paraguay 94.61 11.16 975
Belize 94.57 10.87 452
Costa Rica 94.25 11.26 992
Ecuador 94.16 12.22 1060
Guyana 94.14 12.26 485
Honduras 93.69 13.41 956
Uruguay 93.29 12.03 991
Dominican Rep 93.26 12.51 998
Colombia 93.19 11.30 991
Mexico 92.76 14.17 988
Argentina 92.45 11.98 988
Peru 91.08 13.19 972
Nicaragua 90.99 13.98 997
Brazil 90.28 14.12 1031
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Bolivia 89.61 14.24 976
Chile 89.12 15.15 1015
Total 92.98 12.70 17788
Constructed with information from the Gallup 2007 Survey
Table A.4
Self-Reported Health
Descriptive statistics by countr
Country Mean Std. Dev Freq
Costa Rica 8.47 1.69 991
Panama 8.01 1.77 997
Guatemala 7.89 171 989
Mexico 7.81 1.64 997
Brazil 7.74 2.09 1035
Colombia 7.65 2.05 1000
Dominican Rep 7.60 2.09 996
Belize 7.53 1.94 496
Argentina 7.50 1.77 996
Honduras 7.47 2.18 986
Guyana 7.38 1.71 494
Paraguay 7.31 2.08 998
Uruguay 7.29 1.87 998
El Salvador 7.24 1.76 998
Nicaragua 7.20 2.26 1000
Chile 6.66 2.15 1021
Bolivia 6.57 1.93 994
Ecuador 6.51 1.89 1061
Peru 6.38 2.02 997
Total 7.37 2.02 18044

Constructed with information from the Gallup 2007 Survey

Table A.5

Philanthropic Behavior

Principal Component Analysis

% variability explained 51%
Variable Charge
Donating money 0.6025
Volunteering 0.5735
Helping a stranger 0.5551

Constructed with information from the Gallup 2007 Survey




Table A.6
Area-Specific Utility of Life Indices
Country -level Correlations

Relational- Economic-goods Philanthropic-behavior
goods Index Index Index

Relational-goods

Index 1

Economic-goods

Index 0.3702 1

Philanthropic-

behavior Index 0.0001 0.1779 1

Constructed with information from Table 8
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