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Abstract: The dissertation includes a model proposal for welfare measurement in the OECD countries. 

This proposal is built on a positivist-driven deductive reasoning approach, in order to invigorate 

a theoretically robust modeling of welfare. Therefore, the first part of the dissertation covers 

a methodical review of the theory of welfare and welfare economics, mainly by tracing the traditional 

works of Pareto, Marshall, Pigou and Kaldor. Congruence and dissimilarities of welfare and income, 

or more general – welfare and money, is also examined. Alongside, the theoretical roots associated 

with the notions of well-being and happiness are scrutinized, so are the considerations for 

socioeconomic progress and performance as a subject matter of measurement and as a policy-making 

objective. Ultimately, an original analysis of 40 measures used to assess the socioeconomic 

performance is also contributing to the introductive part.   

The proposal is set up within a framework of systematic distinction among the concepts of income, 

welfare and well-being (the welfare interference framework). It may be regarded as a conceptual 



extension for analyses of welfare beyond a monetary toolkit, somewhat consistent with Pigou’s 

flagship concept of economic welfare and its surrounding deliberations. It is also to help validating the 

model proposal itself based on considerations of happiness of the OECD countries. The model 

proposal itself (the whole welfare model) is designed to capture the entire welfare that is theoretically 

available to people, providing that a consensus is made on what welfare actually means for 

themselves. Whereas the limitations of the model cause that it can only measure the whole welfare 

partially, and the extent to which the whole welfare is measured depends on number of model’s 

factors. These factors may be of non-monetary nature as well. The whole welfare model, which 

is multivariate, has a mathematical generalization and a trigonometric illustration. In the same time, 

it’s bivariate variant can be operationalized by a product of an income and a non-income variable, i.e. 

a monetary and a non-monetary factor. Once operationalized, the whole welfare model is calibrated 

with the data from the OECD database – a data exploration containing almost 22 thousand data 

points. Afterwards, the model is validated through an extensive hypotheses testing that, in addition, 

is enhanced by a data sensitivity testing.  

The tackled research problem consists of improving policy-making by bettering a measurement 

of welfare of countries. Related research question embedded in the dissertation is concerned with 

how to objectively measure welfare in a theoretically plausible manner, so that it predicts happiness 

better than GDP for the purposes of policy-making. And the examplary answer emanating from the 

dissertation is that it can be measured through the whole welfare model, by calculating the whole 

welfare index composed of household disposable income of people and density of doctors available 

to them. The model’s primary “raison d’être” is that it may constitute a better proxy for the happiness 

outcomes of the OECD countries than GDP per capita or income-related statistics, especially in case 

of the countries with higher income inequalities. Furthermore, the whole welfare model results are 

more structurally consistent with happiness outcomes than GDP and income-related metrics. Based 

on the former, the most prosperous OECD countries are the ones that enjoy higher GDP per capita 

levels and lower income inequalities, which are the happiest countries in the same time. Whilst the 

latter suggest that the countries with higher GDP per capita levels and higher income inequalities are 

the top performers. Consequently, the model provides an evidence that anchoring a policy-making 

and its targets within an improved welfare measure, rather than a sole economic output or income 

figure, may not only foster the country’s happiness perspectives, but also contribute to a more 

favorable income distribution. It also provides several country-specific conclusions and policy 

recommendations. 

JEL codes: I3 (‘welfare, well-being’), E6 (‘macroeconomic policy’), C3 (‘multiple variables’). 


