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The use of the WELLBY
method to assess costs and
benefits of lockdowns

Document: Prof. Gigi Foster’s 2022 CBA

(Book’s publisher’s web page for the book)

My role in the CBA: Supported: drafted,
conducted research, etc.
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My 38-year background in Indian and
Victorian government services

Indian Administrative Service (1982-Jan 2001)

« India’s senior executive service. Resigned as Commissioner to the Government.
Victorian Public Service (March 2001 — Sept 2020)

« Senior economist in the Victorian Treasury for 15 years. Resigned in 2020.
Independent researcher and teacher

« Post 2020, have taught economics in Saudi Arabia and supported Prof. Gigi Foster in
research. Undertaking an independent first-principles review of public health.

CBA experience
« Drafted toolkit for CBA for the Victorian Guide to Regulation
* Provided feedback to departments on CBAs

» Briefed the Treasurer (Cabinet-in-Confidence) on departmental policies and CBAs

ESA The Economic Society
of Australia




Treasury economists typically look for:

1. The nature and extent of market failure

2. Whether all consequences have been identified:
o particularly any unintended consequences

3. Whether all trade-offs have been considered

O include all costs and all benefits
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Unfortunately, none of these were provided
for lockdowns: no rationale

| called for a CBA for = B FINANCIAL REVIEW THE AUSTRALIAN*
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governments to provide a completely 'risk free’ society, or to prevent every
possible event that might cause harm”, Further: “The direct and indirect
costs imposed by regulatory approaches may not be .. immediately obvious.

Risk regulation that is poorly targeted or costly will divert resources from

other priorities”
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Policy and CBA-
related comments
In my

Fin Review article

of 16 September
2020
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The need for good policy process does not disappear just because

we face a public health crisis. In fact, it gets even more urgent.

The Victorian Guide to Regulation notes that “It is not possible for

governments to provide a completely ‘risk free’ society, or to

prevent every possible event that might cause harm”. Further: “The

direct and indirect costs imposed by regulatory approaches may not

be ... immediately obvious. Risk regulation that is poorly targeted or
costly will divert resources from other priorities.”

Governments back in February needed to commission a cost-
benefit analysis of alternative policy options that took into account

different scenarios (such as with and without a vaccine). Thereafter,
the best option had to be picked given the uncertainty, but
consistent also with the need to intrude minimally into human
freedoms. This cost-benefit analysis and policies needed then to be

updated as new information emerged (such as the fact that

epidemiological models have badly exaggerated the risk).



Possible reasons why lawmakers have
glossed over CBA requirements for covid

Belief that nothing is more important than a covid life saved:

* On 20 March 2020, Governor Andrew Cuomo said, “This is about saving lives and if
everything we do saves just one life, I'll be happy.”
» No limit to taxpayer funds to save one extra year of life from covid.

*Belief that in health matters, benefits do not need to exceed costs:

» Prof. Steven Kelman of Harvard wrote on 7 February 1981 that “In areas of
environmental, safety, and health regulation, there may be many instances where a
certain decision might be right even though its benefits do not outweigh its costs”.
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But opportunity costs didn't disappear. Now we
have a massive debt & less money for health.

OPINION

Australia is spending up to $25 million for each Covid
life saved

Australia has gone harder than almost any other nation to save lives through lockdowns but there are some terrifying
stats behind the whopping cost.

Neil Pharaoh
@ 4 minread September 7, 2021-2:40PM <':news [J 519 comments

Source: https://www.news.com.au/world/coronavirus/australia/australia-is-spending-up-to-
25-million-for-each-covid-life-saved/news-story/ff9e95686349940bcf076f69b5a4067a
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Independent economists across the world
have undertaken CBAs of lockdowns

» Gigi Foster’s was one of the earliest, presented on 12 August 2020 to the
Victorian Parliament.

* In 2021-22 | helped Gigi update this early with data till end-2021

» lllustrative list of CBAs here — please send me any others that you find — |
intend to include a full list in my comprehensive review of public health.
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Ex-post CBA for each Australian jurisdiction
would help prepare us for the future

In 1996, Kenneth Arrow led a team that provided recommendations re:

CBA.
o He said that while ex-ante CBA is desired, ex-post CBA is also useful.

Retrospective assessments of selected regulatory im-
pact analyses should also be done periodically by an inde-
pendent group of scholars to address systematic problems
that have arisen. Because environmental, health, and safety
regulatory decisions can have important impacts on the
economy, 1t is useful to review periodically the quality of
economic analysis that aids in the decisionmaking process.

For covid lockdowns, the most impactful public policy since World War
lI, an ex-post CBA should be conducted.
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It is astonishing to note that one of the first CBAs
ever, was for quarantine (including mass-quarantine)

In 1817 Dr Charles Maclean published a

CBA for quarantine SUGGESTIONS
o Result: Harms exceed benefits by 20 times. .
o Extensive non-financial harms (which he listed

- PREYENTION AND MITIGATION

but did not count) were over and above this. Cpidemic and Pestileniial Digeases,
THE ABOLITION
(For details, see sub-section entitled “Maclean’s =
ey s ‘ UARANTINES AND LAZARETTOS :
CBA of quarantine” linked here). S ﬁlACIi[I‘L‘AANt]M:r]I‘).

LONDON :

1817.
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CBA is never a stand-alone: it should be part of a
broader analysis of policy options

Insufficient policy work in economics on infectious disease externalities
ASF |2smans

I’'m undertaking a first-principles policy

review of public health (i.e. base case:

. Towards a science
what would happen without any of infectious disease negative

government involvement, etc.). externalities

3 Sanjeev Sabhlok
¢

« ph.sabhlokcity.com: Currently, over
150,000 words — will take another
2-4 years to complete.

Author

Summary published on 23 July 2023

Follow Us

Share this Al
0 0 ¥y o e 8 = n E
& July 23,2023 @ Health, Science Join our Newsletter
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Executive summary available free of cost

Download from:
https://www.thegreatcovidpanic.com/ files/ugd/23eb94 33b4f30ef8fadebeafla7e62d57

1a9a7 .pdf

There is no doubt in my mind, that when we come to look back on this, the damage done by
lockdown|[s] will exceed any saving of lives by a huge factor.

—  Michael 1 evitt, Nobel Prize winner in Chemistry

Since lockdowns are now known to have had no clear beneficial effect on the number of Covid cases
or deaths, there is no trade-off to be analysed in the area of lockdown policies. There is just loss all

around.

—  Paul Frijters et al. in The Great Covid Panic

It is possible that lockdown[s] will go down as one of the greatest peacetime policy failures in
modern history.

—  Douglas Allen, Professor of Economics at Simon Fraser University
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Finding: Australia’s lockdowns and border
closures caused great harm

The maximum benefits from Australia’s lockdown policies = 343,800 WELLBYSs.

The minimum costs from lockdowns = 23.41 million WELLBY's (summary table next
slide, full table of costs here).

=> Costs to society are at least 68 times greater than any benefits.

Actual harms likely to be greater

Because the CBA makes assumptions that are extremely favourable to the
government’s choice to pursue a lockdown strategy, the true ratio of costs to benefits of

the Australian COVID lockdowns is likely to be far greater.
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Category Disrupted area

Lost GDP and increased

expenditure

Lost Wellbeing

ESA

Economic loss

Lost wellbeing (life
satisfaction)

Non-COVID excess deaths
in 2020 and 2021

Reduction in the general
lifespan of all Australians

Lost future productivity of
children born during
lockdowns

Lost future productivity of
children of school age
during lockdowns

Costs in original units on average

per month for 2020, 2021

$8.045 billion per month

Drop in life satisfaction of 0.2 on a
0-10 scale on average per year of
stop-start lockdowns

7,940 additional non-COVID deaths
from lockdowns in the first two
years of the pandemic

Loss of one week of life for the
average Australian

Lifetime earnings of 600,000
children born during 2020 and
2021 drops by $18 billion (or
$30,000 per child) over a 35-year
working life due to reduced IQ; a
total WELLBY loss of 1,080,000
WELLBYs

$465 million in lost lifetime
earnings of schoolchildren (27,900
WELLBYs over 35 years of
working life)

The Economic Society

of Australia

Costs in WELLBYs on average per
month for 2020, 2021

482,700 WELLBYs per month

428,334 WELLBYs per month

9,937 WELLBYs per month

Costs beyond 2021

59,304 WELLBYs per year for
the next 50 years

30,857 WELLBYs per year
starting in 20 years and
continuing for the ensuing 35
years

797 WELLBYs per year
(27900/35) starting in 10 years
and continuing for the ensuing
35 years



Australia is starting to pay attention to
wellbeing (wellbeing “budget”)

An Australian government report of 21 July 2023 confirms a drop of 0.3 in life
satisfaction during covid. We have conservatively taken 0.2 in our CBA.

Between 2014 and 2020 the average overall life satisfaction in Australia (out of 10)
was relatively stable at around 7.5 between 2014 to 2019 before declining slightly to
7.2 in 2020. The shift is likely associated with the impact of the COVID 19 pandemic on

general wellbeing.

Source: https://treasury.gov.au/sites/default/files/2023-07/measuring-what-
matters-statement020230721 0.pdf
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INTRODUCTION TO
WELLBY

—_— .




Measuring the mental health component of
wellbeing

Lockdowns have a significant impact on mental
health.

QALY adjusts mainly for physical health (mobility, self-care,
usual activities, pain/discomfort and anxiety/ depression

o Roughly 1/5th of QALY is about mental health.

WELLBY (Wellbeing Year) — created by Paul Frijters and
his team in LSE in 2019 is more appropriate

o Roughly 60% of WELLBY focuses on mental health

Paul Frijers (jointly with Gigi Foster and Michael Baker) used &8 -
this method in a 2021 CBA of UK lockdowns (The Great ﬁ'\ I o
Covid Panic) 1
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WELLBY harks back to the happiness principle:
“Greatest happiness of the greatest number”

This concept is a derivative of happiness studies.

Happiness according to Adam Smith: “the man who is in
health, who is out of debt, and has a clear conscience”
[Theory of Moral Sentiments]

* In terms of life satisfaction, this would probably be an 8.
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Illustrative things that WELLBY tries to
measure

* Things people value which they don’t pay for:
* People value their children and their partners but do not buy them.
« People value friendship but would be offended if that were put in $.
» People value their mental health but can’t “buy” it.
» People value the environment, which is not traded.

« Consumption externalities and limited awareness.

* People value social position, a zero-sum good. WTP does not capture it.

» People may not be aware of how some things affect them (like passive
smoking in 1950), so methods that don’t control for this, fail.

ESA The Economic Society
of Australia




The UK life-satisfaction question

* Overall, how satisfied are you with your life nowadays?
» 0is “not at all” and 10 is “completely”
» A typical response of a healthy person is roughly an 8.

» The level at which people are indifferent between living on or not
at all is around 2. (UK Treasury uses 1 as the threshold)
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Foster-Sabhlok CBA assumes that one year
of happy life is worth 6 WELLBY's

One WELLBY is a one-point increment on the answer scale for life
satisfaction enjoyed for one person for one year.

« |f life satisfaction increases from 5 to 6, we count it as an increase in one
WELLBY for one person for one year.

« |f life satisfaction decreases from 7 to 6, it is counted as a decrease in one
WELLBY for one vyear.

The maximum average satisfaction is 8. In the Foster-Sabhlok CBA we use 2
as the minimum, so 1 year of happy life is worth 6 WELLBYs (=1 QALY).
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Surveys that measured wellbeing loss
in the UK during lockdowns

Annual Population Survey Opinions and Lifestyle Survey
Overall, how satisfied are you with your  Qverall, how satisfied are you with your
life nowadays? life nowadays?

Score First Coronavirus (Covid-19) Score
& lockdown begins, 23/03/2020 8.0
7 . 7°_ _ _ _ Feb2020: Pre-lockdown level _ _
=8 ‘ 7.0
7.4 1
| 6.5
7 !
. : 6.0

Jun11 Mar13 Decl14 Sep16 Jun18 Sep 20 =0 Mar 9/ Maysjun Teaug 18 D¢k &t jan
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Wellbeing loss in Australia during
lockdowns — ANU poll

7.4

1.2

6.8
6.6
6.4
6.2

6
October 2019 January 2020  April 2020 May 2020 August 2020 October 2020 November January 2021 April 2021  August 2021 October 2021 January 2022

2020
Note: The “whiskers” on the bars indicate the 95 per cent confidence intervals for the estimate.
Source: ANUpoll: October 2019; January, April, May, August, October, and November 2020; January, April,

August, and October 2021; and January 2022
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Wellbeing loss in Australia during
lockdowns — mental health inventory

76— ¥ Victoria

—@— Rest of Australia
753
74
739

724

714
70

MHI-5 score

69
68

67 14 > <
Pre-COVID-19 period + COVID-19
66— l period
65 :
/
o

| 1 1 I I | | I | | 1
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Survey year

MHI-5 scores range between 0 and 100. Error bars represent 95% Cls. MHI-5=five-item Mental Health Inventory.
The horizontal dashed line is the MHI-5 sample mean over the period 2011 to 2020.
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WELLBY s lost in Australia from ‘
lockdowns

The total estimated drop in WELLBY's suffered by the 25.7 million
Australian people due to lockdowns equals the estimated decline in
life satisfaction of 0.2 (i.e., 20% of a WELLBY) multiplied by 25.7
million, or 5.14 million WELLBYs in each year.

Since one year of average healthy life in Australia equates to
approximately 6 WELLBY's, the human cost of this lost life
satisfaction is equivalent to the sacrifice of 5.14/6, or 0.8567 million
average healthy life-years (QALY's) sacrificed per year of lockdown.

This translates to 71,389 QALYs, or 428,334 WELLBYs per
month, for each of years 2020 and 2021.
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Excel spreadsheet: calculation of costs

Download from: http://sanjeev.sabhlokcity.com/Misc/Final-cost-table-
CBA.xlsx

(General policy principle for lockdowns
Implement lockdowns if WELLBY s saved>WELLBYs lost
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Other examples of the use of WELLBY
In policy CBAs

This YouTube video of a 2022 presentation by Paul Frijters and Chris Krekel to the
New Zealand Treasury includes many other examples
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Cost-effectiveness of low-hanging fruit

A
Actionfor  Problem solving IAPT Mental Health SIARWorklfe _ WiPfortheheatth Housing First
happiness  training for flight (retired, cons.) balance improvement NicE (homeless)
30000 attencants Nty HulGtyof — | London Olympics medicines |
0000 | Welbeing Programmes | Cufture —‘ |
) UShealth Human He& MH
T PR e e PR WK e PPEEE ol [kt
Air Pollution | |
400 IAPT Mental Health (unempl, cons.)
Healthy minds
Pakistan MH :
intervention
15 —| |
15 IAPT Mental Health
(average)
-200 (UK) Cost per WELLBY of interventions at work, in the

environment, and government services.
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The UK Treasury has officially adopted

the WELLBY approach

July 2021
e.g.

“Given a QALY is worth £60,000 as per HMT
Green Book guidance (2014 prices and values), or
£70,158 in 2019 prices and values, one WELLBY
would have a value of £70,158/(8-1) = £10,023”
Source

New Zealand Treasury has also examined this
method (see Paul’s presentation of June 2022).

ESA | Fapes
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New Zealand Treasury guidelines
incorporate the WELLBY approach

Extract from: https://www.treasury.govt.nz/sites/default/files/2022-10/cbax-quide-
oct22.pdf

Using WELLBY measure of life satisfaction

Wellbeing researchers?® argue that policy makers should use subjective wellbeing as a
common measure to evaluate policy options. The Treasury Wellbeing Report Seminar
Series includes several seminars that cover subjective wellbeing, eg, Arthur Grimes, Paul
Frijters & Christian Krekel, Nancy Hay and John Helliwell. See the seminars here.

WELLBY is a subjective wellbeing measure, which equates to a one-point change in life
satisfaction on a 0-10 scale, per person per year. Agencies can use WELLBYs either (a) as
a wellbeing cost effectiveness analysis of WELLBYs/costs or (b) as a standard CBA where
WELLBY's are monetised. CBAX is flexible and can be used either way. To enable agencies
to use WELLBYs in a CBA, CBAXx includes values for a WELLBY - a low $5,000 and high
estimate $23,000 and a midpoint value $14,000 (rounded to nearest $1,000). These values
build on the UK methodology for valuing a WELLBY. The New Zealand values are lower
compared to the UK values. CBAXx takes a cautious approach to not overestimate the
WELLBY impacts, for example by using the minimum New Zealand wage rather than the
average New Zealand income. Agencies should do sensitivity analysis, if using WELLBYSs.
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Introductory paper on WELLBY including a
reading list

Some hardcopies ...

PDF at https://bit.ly/3rJ4Bxqg

Many other resources, e.g. https://whatworkswellbeing.org/
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WELLBY is much broader than covid! —
worth adopting in Australia

* Many policies (and CBAs) will be improved by adopting the
WELLBY approach.

* | suggest that Paul Frijters and Gigi Foster be invited by the
government to present the detailed logic — | can assist.
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THANKS!

Question:

If government is not aiming to maximize human wellbeing

with its policies, then what is it aiming to maximise?

I



SPARE SLIDE
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Studies re: distribution of health/mental ‘
wellbeing in QALY and WELLBY

Studies that suggest that one year of life spent in perfect health
Is about 2 to 3 WELLBY.

* Huang et al. (2018), using about 20,000 observations and an SF-6 measure of
QALY (with a bit more weight on mental health than the EQ5D) found a move of
health from QALY=0 to QALY=1 to increase life satisfaction by 2.3 in the year of
the improvement, and another 0.7 in the year later.

» This is close to the relation found in the wider literature (Clark et al. 2018; Dolan
and Metcalfe 2012) and also the implicit relation from randomised trials that
aim to improve health but also measure life satisfaction.

« An effect of 2.5 is ‘about right, i.e. own health is about 40% of what
makes life worthwhile.
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