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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.



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



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



Unfortunately, none of these were provided 
for lockdowns: no rationale

I called for a CBA for 
lockdowns

a) Within the Treasury, 
early 2020, along with 
many other economists

b) Publicly, after resigning

o in the Australian 
Financial Review 

o on TV, etc.



Policy and CBA-
related comments 
in my
Fin Review article 
of 16 September 
2020



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”.



But opportunity costs didn’t disappear. Now we 
have a massive debt & less money for health.

Source: https://www.news.com.au/world/coronavirus/australia/australia-is-spending-up-to-
25-million-for-each-covid-life-saved/news-story/ff9e95686349940bcf076f69b5a4067a



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 I helped Gigi update this early with data till end-2021

• Illustrative list of CBAs here – please send me any others that you find – I 
intend to include a full list in my comprehensive review of public health.



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

For covid lockdowns, the most impactful public policy since World War 
II, an ex-post CBA should be conducted.



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
oResult: Harms exceed benefits by 20 times. 

oExtensive non-financial harms (which he listed 
but did not count) were over and above this.

(For details, see sub-section entitled “Maclean’s 
CBA of quarantine” linked here).



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

I’m undertaking a first-principles policy 
review of public health (i.e. base case: 
what would happen without any 
government involvement, etc.).

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

Summary published on 23 July 2023



FOSTER-SABHLOK 
CBA



Executive summary available free of cost
Download from: 
https://www.thegreatcovidpanic.com/_files/ugd/23eb94_33b4f30ef8fa4e6eaf1a7e62d57
1a9a7.pdf



Finding: Australia’s lockdowns and border 
closures caused great harm
The maximum benefits from Australia’s lockdown policies = 343,800 WELLBYs.

The minimum costs from lockdowns = 23.41 million WELLBYs (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.



Category Disrupted area Costs in original units on average 
per month for 2020, 2021

Costs in WELLBYs on average per 
month for 2020, 2021

Costs beyond 2021

Lost GDP and increased 
expenditure

Economic loss $8.045 billion per month 482,700 WELLBYs per month

Lost Wellbeing Lost wellbeing (life 
satisfaction)

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

428,334 WELLBYs per month

Non-COVID excess deaths 
in 2020 and 2021

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

9,937 WELLBYs per month

Future costs Reduction in the general 
lifespan of all Australians

Loss of one week of life for the 
average Australian

59,304 WELLBYs per year for 
the next 50 years

Lost future productivity of 
children born during 
lockdowns

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

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

Lost future productivity of 
children of school age 
during lockdowns 

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

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.

Source: https://treasury.gov.au/sites/default/files/2023-07/measuring-what-

matters-statement020230721_0.pdf



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
oRoughly 60% of WELLBY focuses on mental health

Paul Frijers (jointly with Gigi Foster and Michael Baker) used 
this method in a 2021 CBA of UK lockdowns (The Great 
Covid Panic)



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.



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.



The UK life-satisfaction question

• Overall, how satisfied are you with your life nowadays? 

0 is “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)



Foster-Sabhlok CBA assumes that one year 
of happy life is worth 6 WELLBYs
One WELLBY is a one-point increment on the answer scale for life 

satisfaction enjoyed for one person for one year. 

• If life satisfaction increases from 5 to 6, we count it as an increase in one 

WELLBY for one person for one year.

• If life satisfaction decreases from 7 to 6, it is counted as a decrease in one 

WELLBY for one year.

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).



Surveys that measured wellbeing loss 
in the UK during lockdowns



Wellbeing loss in Australia during 
lockdowns – ANU poll



Wellbeing loss in Australia during 
lockdowns – mental health inventory



WELLBYs lost in Australia from 
lockdowns

The total estimated drop in WELLBYs 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 WELLBYs, 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 (QALYs) sacrificed per year of lockdown.

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



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 >



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 



Cost-effectiveness of low-hanging fruit

(UK) Cost per WELLBY of interventions at work,  in the
environment, and government services.



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). 



New Zealand Treasury guidelines 
incorporate the WELLBY approach

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



Introductory paper on WELLBY including a 
reading list
Some hardcopies …

PDF at https://bit.ly/3rJ4Bxg

Many other resources, e.g. https://whatworkswellbeing.org/



WELLBY is much broader than covid! –
worth adopting in Australia

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

• I suggest that Paul Frijters and Gigi Foster be invited by the 
government to present the detailed logic – I can assist.



THANKS!

Question:

If government is not aiming to maximize human wellbeing 

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



SPARE SLIDE



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.


