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- (i) Supporting business dynamism and inclusive labour markets: by boosting
productivity and business dynamism, while ensuring the diffusion of technologies —
particularly for small and young firms; stimulating labour mobility and opportunities
(notably by empowering women and other under-represented groups); preparing labour
markets and social protection systems for the Future of Work; and strengthening trade
and investment.

- (ii1) Rebuilding trust in efficient and responsive governments: by ensuring that citizens
play a meaningful role in the design and evaluation of policies; aligning policy packages
across levels of government; and integrating distributional aspects into the design of
policy ex-ante rather than ex-post.

From a governance perspective, the OFECD Framework for Policy Action on Inclusive
Growth makes the argument that involving citizens, notably under-served or excluded
populations, throughout the policy cycle and ensuring their voice is taken into account in
the design of policy, regulation and the indicators used to measure well-being can
confribute not only to improve the efficiency, transparency and responsiveness of
government, but also to restore trust and strengthen democracy. It provides several key
recommendations for doing so, highlighting the role that digital technology and open
government initiatives can play in this context:

- Embedding inclusiveness into policy-making. Greater stakeholder engagement may
contribute to improve the efficiency of policies, standards and projects in areas of broad
public interest, in line with the OECD Recommendation on Open Govermment.
Coordinated action may be needed to strengthen institutional frameworks, notably for the
mainstreaming and budgeting of gender and diversity.

- Using smart data technologies to design more people-centred policies. Providing
citizens with the appropriate data, resources and information can allow them to make
better decisions about their own lives, personal and professional development. Taking a
people-centred approach to policy and a multidimensional approach to well-being can
therefore be key drivers for public sector innovation. In a context marked by increasingly
personalised services and the use of social media, it will also be important to ensure that
impacts and transaction costs are properly assessed and that public administrations are
held accountable for their interactions with citizens.

- Screening policies for inclusiveness and accountability. Open, transparent and
horizontal decision-making processes can help achieve the objective of designing more
people-centred policies. This may require efforts to improve budget transparency, ensure
sound public financial management and properly assess regulatory policies, as well as
the reliability of government and its capacity to react to adverse shocks. Further action
may also be needed to better understand the behaviour, demands and well-being of
citizens and integrate them into the design and implementation of public service
strategies, taking account of the opportunities provided by digital technology and open
government initiatives.

This Paper will focus on a selected number of policy areas that previous OECD research
has shown to be essential for well-being and economic growth: education and training;
health care; social protection; and gender equality. In doing so, it leaves aside several issues
and policy areas covered by the OECD Framework for Policy Action on Inclusive Growth
such as business dynamism, inclusive policy-making, structural and regulatory policy,
competition, taxation and territorial policy.
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They show how well-being can be used to deliver greater economic prosperity, social
cohesion and political stability by helping:

- (i) Guide the effective allocation of resources;
- (i) Identify areas where action will have high returns; and

- (111) Measure the impact of policies on people’s lives across the range of outcomes
that matter to them.

Through the mapping of policies to outcomes, these OECD instruments can support
governments in their efforts to capitalise on this mutvally reinforcing relation by
highlighting the drivers which contribute both to individual well-being and economic
growth. The present Paper contributes to this objective by providing a multi-dimensional
analysis of the impact of policies in four arcas that have been shown to be important for
well-being: education and skills (Section 3.1); Health (Section 3.2); Social Protection and
Redistribution (Section 3.3); and Gender Equality (Section 3.4).
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longevity have been described recently in (James, Devaux and Sassi, 2017p3)) and
(Lorenzoni et al., 2018347). At the macro-economic level, increased longevity has been
linked to higher health expenditure per capita (an additional 3.5 years of life for a 10% rise
in spending), education (+ 3.2 years for a 10% rise), GDP per capita (+2.2 years), smoking
and alcohol consumption (+1.6 and +1.0 years respectively for a 10% fall). Micro-
economic studies have identified other risk factors — such as obesity, air pollution,
unemployment and opioid consumption (Case and Deaton, 2017357) — whose relative
impact will vary depending on national context.

The characteristics of health systems also influence health outcomes, as well as the level
of health expenditure. For instance, having a larger range of goods and services covered by
basic (primary) health care helps improve value for money by increasing life expectancy
and moderating health spending growth at the same time [ (Lorenzoni et al., 2018p4),
(Dougherty et al., 201934))]. On the other hand, Health Technology Assessment (HTA) and
greater user choice for basic coverage may yield life expectancy gains, but are also likely
to increase health care expenditure.

Novel medicines are important for a well-functioning health system. They have contributed
to improved survival rates and quality of life for many patients around the world. At the
same time, there have been recent concerns about the output of the pharmaceutical
innovation system and ensuring that novel drugs are affordable for both payers and patients.
The innovation model needs to be realigned to ensure that it delivers the right innovations,
at the right prices and defines appropriate rewards. There are important unmet medical
needs not adequately addressed by current investments in R&D, such as antimicrobial
resistance (AMR) and dementia. Prices of new drugs have been soaring, which
compromises patient access and puts a strain on health care budgets (OECD, 2018571).

Tackling specific behavioural risk factors — such as tobacco smoking, harmful alcohol use,
physical inactivity and unhealthy diets — represents a worthwhile investment, as these forms
of prevention are often more cost-effective than treating the health problems associated
with these behaviour patterns. It is estimated that 790 000 people in EU countries died
prematurely in 2016 due to these risks factors (OECD, 201835)). At the same time, countries
do not sufficiently prioritise prevention: on average only 3% of EU Member States” health
budgets is spent on prevention, with the rest being spent on treatment (European
Commission, 2017307). The cost to the EU health care systems from cardiovascular disease
amounted to just under EUR 111 billion in 2015 (European Heart Network, 2017p40;) and
EUR 51 billion for cancer in 2009 (Luengo-Fernandez et al., 20134;7). Similarly, there is a
strong economic case for investing in mental health (OECD, 201835)), improving the
environment and road safety (McDaid, Merkur and Sassi, 2015,)).

Overweight and obesity have serious public health implications. They impact significantly
on health care budgets due to the high cost of treating patients with chronic diseases that
are associated with high body-mass index (BMI), such as diabetes, cardiovascular diseases
and certain cancers. In 34 out of 36 OECD member countrics, more than half of the
population is now overweight. In the last few years, there has also been a significant growth
in morbid obesity. Disecases related to obesity reduce life expectancy by 0.9 to 4.2 years
depending on the country. Around 92 million people may die in OECD, EU28 and G20
countrics before 2050 as a result of an obesityrelated disease (OECD, 2019
forthcomingyssp). Implementing a population-wide communication strategy (food-labelling
schemes, mass media campaigns and regulation of advertising of unhealthy food to
children) and policy interventions to improve diet and physical activity (menu-labelling
schemes, prescription of physical activity by primary care physicians, and workplace
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wellness programmes) could help save up to EUR 58 Billion in total by 2050 on the health
budgets of 36 OECD, EU28 and G20 countries studied.

Mental health is an important aspect of quality of life, but it involves a complex set of
factors at play over the entire life cycle. Mental illness starts early: the median age of onset
for any mental illness is 14 and 11 for anxiety disorders. Most OECD countries lack
effective programmes to support parents’ mental health during the perinatal, infancy and
pre-school periods, which impacts negatively on the child’s mental health (Stewart-Brown
and Schrader-McMillan, 2011p37). Similarly, the lack of systematic interventions at school
and absence of diagnosis and treatment of mental disorders contribute to their high
prevalence. Across the EU, measures are now being adopted to promote mental health and
well-being in schools and nurseries (OECD, 20144), as well as in workplaces (EU-OSHA,
2018p5)). In this regard, promoting non-discrimination at work and reducing stress in the
workplace improve workers” mental well-being and should constitute policy priorities.

Overall, mental health problems such as depression, anxiety disorders and alcohol and drug
abuse disorders affect more than one person in six across EU countries (i.e. 17% of the
population or nearly 84 million people in total). The most common mental disorder across
EU countries is anxiety disorder, with an estimated 25 million people (or 5.4% of the
population) living with anxiety disorders, followed by depressive disorders, which affect
over 21 million people (or 4.5% of the population) (OECD, 201835;). Mortality related to
mental health problems and suicide is substantial: over 84 000 people died of mental health
problems and suicide across EU countries in 2015 (OECD, 201835). Because workers with
mental health problems tend to be less attached to the labour market than their mentally
healthy peers, many will leave the labour market and rely on disability benefits. In all
OECD countries, people diagnosed with a mental disorder account for 30-40% of disability
benefit caseloads (OECD, 2015¢)).

Anti-microbial resistance (AMR) — the ability of micro-organisms to resist antimicrobials
— is the leading infectious health issue across EU countries and one of the major causes of
concern for public health. Each year, AMR is responsible for around 33 000 deaths in the
EU; close to one in five infections in the EU/EEA is due to antibiotic-resistant bacteria.
Longer hospital stay, caused by slower recovery from infection and a higher risk of
complications, will be one of the key drivers of higher health care expenditure in the future.
Addressing AMR will therefore deliver gamns both n economic terms and in terms of well-
being. This will require concerted efforts not only within health systems, but also in relation
to the use of antibiotics m animal husbandry and farming.

Finally, the digital transformation entails both opportunities and risks for people’s health
(OECD, 2019p27). On the one hand, health care delivery can be facilitated by new digital
technologies, such as electronic records, new treatment options, tele-care and tele-
consultation. In this regard, an important aspect of digitalisation concerns the production
and use of medical data to improve the effectiveness and efficiency of health systems,
provided that the exchange and use of medical and health data meet high standards for data
protection and security. On the other hand, digitalisation can also lead to mental health
risks associated with the extreme use of digital technologics, especially among children
and teenagers, the crowding out of other activities such as physical exercise, and the
mcreased pace of work and cognitive burden put on workers. (EXPH, 201947)) provides
recommendations on the preparation of health care systems for digital transformation,
covering these issues.
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mstance, work-related sickness is more than three times as frequent for workers reporting
a poor work environment as for those reporting a good one. Quality of the working
environment also impacts positively on job satisfaction and work engagement, meaning
that good working conditions may matter both for the individual well-being of workers and
for the performance of firms measured in terms of the level and growth rate of productivity
(Arendts, Prinz and Abma, 2017s3)). Furthermore, (Arendts, Prinz and Abma, 201763))
underlmes the role that quality working environments play not only in preventing work-
related health problems with long-term consequences for workers” careers, but also in
allowing people with health problems to return more quickly after an illness and remain
economically active for longer. Quality of the working environment is therefore essential
for sustaining an effective labour supply over the life course, notably in the context of
ageing populations.

Occupational safety and health (OSH) policies and agreements constitute an important
lever for improving the quality of the working environment. Musculoskeletal and mental
disorders remain the leading causes of sickness absence, work disability and carly
retirements. Effective prevention is possible and saves money. It requires labour
mspectorates, occupational health services and general practitioners to work closely with
employers and workers’ representatives, to create a culture of health in the world of work.

In order to set priorities effectively, it is crucial that policy-makers have access to reliable
and comprehensive estimates of the economic and secial cost of occupational injury and
disease. Projects initiated at the European level can contribute to this objective [ (EU-
OSHA, 2017js4;), (Tompa et al., 2019 (forthcoming)ss;)]. This challenge is particularly
relevant in the context of an increase in non-standard forms of work. Many new forms of
work transfer responsibilities for occupational safety and health from the employer to
individual workers, who often lack the training or resources to take appropriate measures
to ensure that working conditions and the working environment are safe. Regulations may
therefore need to be adapted and clarified, while monitoring and control mechanisms may
need to be strengthened and improved (OECD, 2018s2)).

People who report good health also report (much) higher subjective well-being than others
(Boarini et al., 2012;5)). Numerous studies have focused on quantifying the Value of a
Statistical Life (VSL), i.e. people’s willingness-to-pay for an additional year of life
expectancy (Viscusi and Aldy, 2003s7). As a benchmark, the monetary equivalent of one
year of statistical life paid collectively by society was valued at USD 6.3 million in the
United States in 2005. (Murtin et al., 2017}s7) concludes that various valuation techniques
converged towards a value of one year of life expectancy of about 5% of income, i.e. a gain
of one year of longevity is equivalent in welfare terms to 5 percentage points of income
growth. Life expectancy in OECD countries is currently increasing by around 1 year every
4 years, so that its annual contribution to welfare (as measured by the “multi-dimensional
living standards”™ metric) is as large as (5/4 =) 1.25 percentage points of economic growth.
Historically, longevity and income growth have had similar contributions to growth in
welfare (Murtin, 2016(s2)).

In the policy arena, valuation of longevity through the VSL helps health authorities to
analyse the cost and benefits of a new treatment, to decide on its degree of reimbursement
(see (Richardson and Schlander, 2018s;) for a discussion of Health Technology
Assessment) and to estimate the social cost of air pollution (De Serres and Murtin, 2016(ss))
and other risk factors. In cost-benefit analyses of policy reforms, social returns on
investment for health are generally large due to the high value of VSL or quality-adjusted
life years (QALYS).
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I rmeracy score

Higher ine quality means that richer families are better able to take advantage of economic
opportunities than the lower income groups. Families in low-income groups may be unable
to keep their children in education for long or to afford high-quality education, thereby
harming their future earnings. They may also find it difficult to borrow to invest. As a
result, economic growth is slower than it could otherwise be and disproportionatel y benefits
the better-of f'”. Figure 3.8 shows that an increase in income inequality of around 6 Gini
points {(corresponding to the income inequality differential between the United States and
Japan) lowers the probability of graduating from tertiary education by around 4 percentage
points for individuals with a low parental educational background (PEB), while the effect
is negligible for those with medium and high PEB.

Figure 3.8. Higher inequality constrains the ability of low-income groups to
coniribute to economic growth, hindering their accumulation of human capital

Awerage numeracy score by parent educational background (PEE) and inequality
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Mate: Average predicted numeracy score for indiwiduals by parental educational background, as a function of
the degree ofinequality (Gini points) in the country at the time they were around 14 years old.

Low PEE: neither parent has attained upper secondary education; Aedisem PEE: a least one parent has attained
secondary and post-secondary, non-terfiary education; High PEE a least one parent has attaned terbary
education. The bars indicate 95% confidence interval s The vertical dashed lines indicate the 25th, the median
and the 75th percentiles ofthe undetlying distnbution of inequality.

Source (OECD, 2015n7), Secretariat calculations based on OECD IDD and OECD PLAAC data

Conversely, more inclusive social protection and redistribution may be associated with
greater growth prospects. There are several transmission channels through which social
protection may affect inelusive growth (OECD, 2019(74)). It can help households cope with
risks and protect their consumption and assets against adverse shocks, limit the need for
coping strategies, and affect the allocation of resources and time use in the household. In

10 For a discussion of these mechanisms, see (Cingano, 2014ps); (OECD, 2015z, (Becker and
Tommes, 1986mg), (Hassler, Rodriguez-Mora and Zeira, 2002y, (Gullivan, 2008ps)), Bradbury and
Triest, 201 6.
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inequalities. For each country, this refers to horizontal inequalities ranked among the lowest third of OECD
countries; “high inequalities” refers to horizontal inequalities ranked among the highest third of OECD
countries. Only indicators for which available data cover at least two-thirds of OECD countries are considered.
In particular, 9 dimensions are covered by 18 weighted indicators, which assess the average performance of
women compared to men in: howrly carnings, employment and unemployment rates, and incidence of low pay
in the case of “jobs and eamings”; incidence of good or very good health in the case of “health status”; time
devoted to leisure and personal care and incidence of very long working hours in the case of “work-life
balance™; incidence of upper secondary and tertiary education, PISA and PIAAC scores in the case of
“education and skills™; quality of support network and time spent socialising in the case of “social connections™;
political efficacy and self-reported voter turnout in the case of “civic engagement and governance™, satisfaction
with water quality in the case of “environmental quality”, feelings of security and homicide rate in the case of
“personal security™; and life satisfaction in the case of “subjective well-being™. For a given indicator, the higher
(lower) the outcome of women compared to men, the stronger (weaker) is the country’s performance in that
area.

Source: OECD Better Life Index database (OECD, 2017).

In education, the fields of study chosen by boys and girls differ significantly, with large
consequences for future employment. While young women in OECD countries now
average more years of schooling than young men, girls are much less likely to study in the
science, technology, engineering and mathematics (STEM) fields. Gender stereotyping and
perceptions of ability, rather than actual ability, contribute to gender gaps in proficiency
and participation in STEM fields (OECD, 2017;797). The fields of study (and subsequent
career paths) of boys and girls start to diverge by the age of 15. OECD-wide, 15-year-old
boys are, on average, more than twice as likely as girls to expect to work as engineers,
scientists or architects.

The digital transformation can have adverse consequences for gender equality, especially
along the well-being dimension of personal (digital) security as women are more exposed
than men to cyberbullying. The link between cyberbullying and mental health problems
has been extensively documented. On average, across OECD countries with available data,
about 12% of girls aged 15 report having been bullied online, compared to 8% for boys
(OECD, 201932)). Girls report being targeted through digital media more often than boys
in all OECD countries, except Denmark and Spain. Cyberbullying is particularly prevalent
in a number of Eastern European countries, as well as in Ireland and the United Kingdom.

While the labour force participation rates of women have moved closer to those of men
over the past few decades, women are still less likely to be in the workforce and often
experience lower job quality across OECD countries. Women with jobs are more likely to
work part-time, for lower pay, and in less lucrative sectors such as public administration,
health and education, while men are more likely to work in finance, banking and msurance.
Women are also less likely to advance to management positions, and more likely to face
discrimination in the workplace. Far more men than women work long hours in paid work.
When men’s long working hours are viewed as a sign of career commitment, and as long
as women are more likely to take leave to care for children or relatives, some employers
will remain less inclined to invest in female employees.
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workplace arrangements — that help both men and women achieve a better work-life
balance and greater well-being.

Care for the elderly is also important for gender inequality. Rapidly ageing societies are
driving an increase in the demand for long-term care work (LTC) and women provide most
of the care to the elderly. Across Europe, Australia and the US, on average, at least 13% of
people aged 50 and over report providing informal care at least once a week (OECD,
2017)). In many cases, care work for older persons is provided by wives, daughters and
daughters-in-law. The share of the population aged 80 years is expected to double by 2050
across OECD countries. Expanding LTC services has the potential to deliver multiple
benefits, including lowering the obstacles to increasing women’s labour force participation.
Low coverage in LTC services indicates a need for significant investment in these sectors.
Expanding decent work in the care economy will require a comprehensive policy package
to expand the number of care jobs, improve recruitment efforts, increase the attractiveness
of the sector as a source of decent employment and improve the quality of LTC services.
At the same time, productivity must improve to address rising costs.

If gender equality is to be fully realised, a whole-of-government appreach must be adopted.
This approach must include the tools to deliver outcomes and mechanisms that ensure
accountability, as emphasised in the 2015 Gender Recommendation in Public Life. To that
end, gender equality should be embedded into all ministries and all levels of government.
In 2015, 25 OECD countries reported having introduced obligatory gender impact
assessments when developing new legislation. Gender budgeting is an increasingly used
tool for bringing women’s and girls” concerns into mainstream policy and public
administration. Almost half of all OECD countries report that they have introduced, plan
to introduce or are actively considering introducing gender budgeting.
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