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Chapter One

COMMODITIES,
CHARACTERISTICS OF
COMMODITIES,
CHARACTERISTICS OF
PEOPLE, UTILITIES, AND THE
QUALITY OF LIFE

A. 7. CULYER'

This paper tries to set research into the quality of life — especially in
the sub-territory of QALY research and health status measurement
— Into a wider context that taxonomizes concerns of both researchers
and their customers, and of researchers coming from different
disciplinary backgrounds, according to thing- and people-
orientation. Within this framework I shall try to show that the limit-
ations of welfarism and utilitarianism as normative frameworks for
discussing quality of life, though profound, paradoxically emphasize
the importance of utility theory. I shall also try to show that there
are many unresolved ethical questions. One is whether quality of life
Is to be seen as an absolute or relative idea. Another is whether
taking account of distributional aspects of the quality of life or stan-
dards of living is done best by looking at outcome distribution, the
commodity distribution, or by applying individual a priori weights
to relevant characteristics of people. Because social scientists do not
share common meanings even when they use common words (like
wellare, utility, utilitarian, and relative) I have tried to make clear
my own meanings and hope that any residual ambiguity will not
materially get in the reader’s way.

I want to begin by making some distinctions based on ideas
developed by Sen (1982:30). The key 1dea is to distinguish between
categories describing things and their characteristics on the one
hand, and people and theirs on the other. The distinction between
the two is not advanced as any kind of fundamental Cartesian
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dualism but rather as a heuristic device that usefully introduces a
thought-provoking symmetry in the principal approaches to quality
of life that are found in the literature. Even as a heuristic device, as
will be seen later, it has some limitations. For the moment, however,
it serves.

On the left hand side of Figure 1.1 is ‘the universe of things’. This
consists of commodities, that is, goods and services in the everyday
sense, whose demand and supply, and whose growth, have been a
traditional focus of economists’ attention and whose personal
distribution has been a traditional focus of all social scientists having
an Interest in distributive justice. These commodities have char-
acteristics. It also happens that these characteristics are a way in
which we often describe the quality of goods. It is self-evident that
the quality of commodities is not at all, however, the same thing as the
quality of /Afe.

In explaining aspects of consumer behaviour some economists
(notably Lancaster 1971) have reinterpreted traditional demand
theory (for commodities) as a demand for characteristics (of com-
modities). This has been done by supposing that rational utility
maximizers derive utility not so much from goods and services per se,
as in the traditional approach, as from the characteristics of goods.
In terms of the first example in Figure 1.1: the demand for steaks is
to be explored in terms of the demand for the characteristics of

t steaks (juiciness, etc.). Similarly, the welfare (or quality of life) of
/ individuals is to be explored in terms of the utility of characteristics
such as these.

Both traditional welfare economics and the ‘characteristics’
approach proceed to utility (provisionally taken as synonymous with
happiness or pleasure — more on this anon) directly without the
intervening category ‘characteristics of people’ (we had better avoid
the seemingly eugenic term ‘quality of people’). It is in this way that

{quality of life is usually defined: either directly in terms of the ‘wel-
fare’ that is got from goods, or indirectly in terms of the ‘welfare’
| that is got from the characteristics of goods.

The intervening category consists of non-utility information about
people. This may relate back (in a causal way) to the consumption
of either commodities or the characteristics of commodities. It may
also simply relate to inherent characteristics of people — for example,
their genetic endowment of health, their relative deprivation
independent of the absolute consumption of commodities or the
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Relationship between commodities, characteristics, and utilities

Figure 1.7

THE UNIVERSE OF PEOPLE

THE UNIVERSE OF THINGS

COMMODITIES ———» CHARACTERISTICS ——————» CHARACTERISTICS =——— UTILITIES

» PLEASURE

—» BEING WELL
NOURISHED,
ENJOYING
FELLOWSHIP IN
A RESTAURANT

» JUICINESS,
TENDERNESS,
FLAVOUR

STEAK

(a)

BEING ABLE TO
FEED ONESELF,
ABLE TO EARN
ONE’S OWN

» BEING REASSURED,—— > PLEASURE
LIVING

READMISSION

CLINICAL
RATE

EFFICACY,

HEALTH CARE ———— 3 TIMELINESS,

(b)
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characteristics of commodities, their moral ‘worth’ and ‘deserving-
ness’. It may, further, relate to the character of relationships between

| people such as the quality of friendships, community support for the
individual when in need, social isolation, or changes in them, such
as becoming (as distinct from being) divorced.

These non-utility bits of information about people do not usually -

form a part of the conventional measurement of standards of living
(at least in the work of economists) though the ‘social indicators
movement’ has consistently taken a non-utility focus. The con-
ventional approach was, on the contrary, what one may call welfarist
(Sen 1979). Welfarism holds that the standard of living, quality of
life, efficiency of social arrangements, even the justice of distri-
butions and redistributions, are all to be judged or evaluated in
terms of the utilities of the individuals concerned. I use the term u#:-
litanianism to denote a specific form of welfarism using the additional
ethical principle that the total utility, or average utility, ought to be
maximized. The Paretian method of welfare economics is also

welfarist though it is not utilitarian in the rather restrictive sense in-

which I am using the term.

The explicit introduction of characteristics of people opens up an
| alternative or supplementary, non-utility, view of the quality of life,
defined in terms of these characteristics. As in the first example in
Figure 1.1, the characteristics may be related to levels of nourish-
ment, fellowship at meal times, and the like. This approach seems to
be characteristic of, for example, Townsend’s (1979) concept of
poverty (though that is rather heavily commodities-focused). It is
also characteristic of the health measurement movement, ' QALYsS,
health indices, and all that. The categorization in Figure 1.1°is also
one into which at least one tradition in the discussion of ‘need’ fits
(e.g. Culyer 1976). If the characteristics of people are a way of
describing deprivation, desired states, or significant changes in
people’s characteristics, then commodities and characteristics of
commodities are what is often needed to remove the deprivation or
to move towards the desired state, or to help people cope with
change. They are the necessary means to a desired end. To compare
the i/l-health of different individuals or groups is not the same as to
compare the health care they have received (they could receive the
same amounts and still be unhealthy, or different amounts and be
equally healthy). Nor is it the same as their pleasure (a sick optimist
may have far more pleasure from life than a well grumbler). In
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short, a focus on characteristics of people is not the same as a focus
on commodities, characteristics of commodities, or utilities and it
has some distinct advantages over these other approaches.

WHY CHARACTERISTICS, NOT UTILITIES?

One set of reasons for paying more attention to characteristics than
utilities has been given by Williams:

The characteristic approach of economists to the valuation of
social goods is to try to find some private good which is
systematically related to it, and by measuring the values people
place on the latter, make some inferences about the implicit
(upper or lower bounds of) values they place on the former. . . .
On occasions, however, social policy confronts problems where
the community has explicitly rejected one or another of the basic
assumptions on which this approach rests. Among these basic
assumptions, two are especially important: (1) people are the
best (or even sometimes the sole) judges of their own welfare;
and (2) the preferences of different individuals are to be weighted
according to the prevailing distribution of income and wealth. In
some areas of social policy (e.g. mental illness and physical
handicap), the first assumption is challenged, and over a much
wider range of social concerns the second one is considered
ethically unacceptable as the basis for public policy valuations.

(Williams 1977:282)

This paper — while not dissenting from Williams’ arguments —
makes a rather more general argument for the ‘characteristics of
people’ approach: more general in the sense that it will encompass
both efficiency and distributional types of concern and more general
also in the sense that it transcends traditional utilitarianism.

The odd idea has grown up (even amongst non-economists) that
welfarism is the economist’s only way of approaching these
questions. For example, in discussing Williams (1985) on QALYs,
Smith (1987:1135) stated: ‘A cost-effectiveness approach to the allo-
cation of health resources presupposes a simple utilitarian or
Benthamite concept of justice.” Fortunately that is not so — and it is
fortunate not only because the sort of things that concern Smith (the
variance in rather than the unweighted sum total of ‘health’) are
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themselves as exclusive as welfarism. It is just not true that the
I QALY/CEA approach commits us to ‘simple’ welfarist concepts (for
example, less ‘simple’ are maximin notions or a specially weighted
sum of utilities). More important is that the QALY/CEA approach
lneed not be utilitarian at all. For, although the QALY/CEA
approach can focus on the fourth column in Figure 1.1 (utility), it
ican also focus on the third column: characteristics of people. To
X focus here is not to focus on utility.

Suppose that there were two individuals whose claims on
resources were being assessed. One is a perfect pleasure machine
who gets ten times more pleasure out of a given income than the
other, a chronic arthritic. ‘Simple’ utilitarianism will take no cog-
nizance of this fact, focusing on the marginal utility of each. If the
arthritic had a lower marginal utility of income than the pleasure
machine, simple utilitarianism would have us take income from
him or her and transfer it to the pleasure machine, because the uti-
lity loss to the low marginal utility person will be smaller than the
utility gain to the high marginal utility person, and arthritis is an
irrelevance — unless suffering from it affects the utility of income (at
the margin). Utilitarianism may even have us do that if the pleasure
machine were already richer (in income) than the arthritic, provided
of course that the machine’s utility gain still exceeded the poor and
arthritic person’s utility loss. i Ef‘ /AW

Now that seems out of tune with what we intuit to be the right
thing to do. Suppose, then, one focused on total utilities instead of
the marginal. (Can one take this to be a slightly less ‘simple’ utili-

¥ tarianism?) Suppose one wanted to equalize each person’s utility as
much as possible given their initial combined incomes. If the
arthritic had lower utility than the pleasure machine all would be
well, or at least, if not a//, the redistribution would go in the right
direction (just as it would had the arthritic had a higher marginal
utility of income under ‘simple’ utilitarianism). But now suppose
that is not the case. The arthritic, despite the pain and incapacity,
has an invariably sunny disposition while the pleasure machine,
though efficient at manufacturing pleasure out of income, is of a
melancholic cast, a Calvinist convinced of not being among the
chosen. Now, even if the arthritic has the higher marginal utility of
income, we shall no longer even judge that state to be deprived (in
terms of total utility or pleasure). Once again, something seems to
have gone wrong. Intuition tells us that the arthritic is in some sort
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of need, does need help, is deserving of our sympathy.

What may be going wrong is that the utilitarian approach, like all
welfarist approaches, rejects all non-utility information about peoplei
as being irrelevant in judgements about efficiency and justice. This
is why I said earlier that it was ‘fortunate’ that the Q_ALY/CEAf
approach to decision making is not dependent on welfarist concepts,
for it is its ability to exploit other descriptive characteristics of people §
(like whether they are crippled from arthritis) that makes it
decisively non-welfarist.

Sen (1980) has developed the notion of ‘basic capabilities’. These ‘
refer to one’s capability of functioning: what one can do — getting !
around, looking after oneself (and others), earning a living, having
discussions about the quality of life, and so on. If you think of
‘standard of living’ or ‘quality of life’ in terms of capabilities of func-
tioning then you can immediately see that one may be rich (have
lots of commodities) but have a low standard of living. One may be
deliriously happy (have lots of utility) but have a low standard of
living. Sen’s notion of capabilities thus shares with my ‘characteri-
stics of people’ the idea that uflity focuses too much on mental and
emotional responses to commodities and characteristics of com-
modities and not enough on what they enable you to do.

The notion of basic capabilities has lots of attractions. One is that
it seems to provide what is missing in welfarism. Another is its
evident culture-contingency. (Some may dub it ‘relative’ but I prefer
to use this adjective in a more restrictive sense.) Yet another is the
(again evident) way in which the notion encourages practical people
to think explicitly about the capabilities that are to be reckoned rele-
vant, how they are to be weighted, and so on. Yet we should be
cautious before committing ourselves to the ‘basic capabilities’
approach. For one thing, we need to give a lot more thought to the
meaning and significance of ‘basic’. Indeed, it may be prudent to
use the more general notion of ‘characteristics of people’ rather than’

‘basic capabilities’ precisely because it does not involve the prior
exclusion of some characteristics (whatever they may be) that the
criterion of ‘basic’ (whatever it may be) clearly does.

Another reason for caution is that it does not seem that only |/
capabilities enter the notion of ‘standard of living’ or ‘quality of life’. %
There are other attributes that we may want to add in that are still
Not commodities, characteristics of commodities, or utility, but
neither are they capabilities. If our arthritic is in pain, that is a factor |
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“to take account of in assessing the quality of life. If the arthritic is
| bereft of friends, that too should be taken into account. So is
[ whether or not a person is stigmatized (even if the stigma does not
jdeprive a person of commodities). ‘Characteristics’ seems to me to
/ be altogether a more open category and one capable of exciting the
imagination out of conventional and tram-lined ways of thinking
about quality of life.
There is a further reason for judging the characteristics approach
a good one: it enables a more effective cross-disciplinary dialogue.
For example, the characteristics approach to social deprivation is
extremely sympathetic to Townsend’s approach to poverty measure-
ment and, indeed, provides a systematic theoretical underpinning
for it (but see Townsend 1985). More importantly, the character-
istics approach, even in its ‘basic capabilities’ version, like all good
theoretical underpinnings, has the ability to clarify and surprise. It
has that quality so nicely termed ‘Aha-ness’ by Blaug (1980:06).

UTILITY WITHOUT UTILITARIANISM

One should caution against a too complete rejection of utilitarian-
ism. Indeed, there is one respect in which utilitarianism has a great
deal to offer even those committing themselves to a ‘characteristics
of people’ approach.

Etzioni (1986) has identified three main variations in economists’
use of the concept of utility. First is the original concept, that of the
pleasure of the self, which has been used in this paper so far. This
concept provides the human psychology of neo-classical economics
and underlies the ethics of welfarism.

The second is an expanded version of the first encompassing the
satisfactions a person gains both from his own consumption of goods
(or characteristics of goods) and from that of others. This is utility
interdependence, a species of externality, that is mcreasmgly used
(though still not widely) by economists working on topics in social
policy, and that has given rise to economic interpretations of altru-
ism and caring (e.g. Culyer 1983).

The third is the use of the term ‘utility’ as a formal attribute,
having no substantive attributes: a means merely of ranking prefer-
ences or choices. As Alchian put it:

For analytical convenience it is customary to postulate that an
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individual seeks to maximize something subject to some
constraints. The thing — or numerical measure of the ‘thing’ —
which he seeks to maximize is called ‘utility’. Whether or not
utility is some kind of glow or warmth, or happiness, is here
irrelevant; all that counts is that we can assign numbers to
entities or conditions which a person can strive to realize. Then
we say the individual seeks to maximize some function of those
numbers. Unfortunately, the term ‘utility’ has by now acquired
so many connotations, that it is difficult to realize that for the
present purposes utility has no more meaning than this.

(Alchian 1953:73; italics added)

Etzioni condemns all three forms of what he calls the ‘mono-
utility paradigm’ on the grounds that they omit too much that is
relevant (echoes on the behavioural front of Sen on the ethical) and
in particular he heaps scorn on the poverty of the third use as a
motivational basis for behaviour (animal or human).

This condemnation, no matter how right on the grounds of
making a satisfactory theory of human behaviour, seems too total. In
particular, I want to argue (not for the first time, see Culyer 1983)
that the third usage of the concept of ‘utility’ is important even for
those espousing the ‘characteristics of people’ approach to measur—I
ing the quality of life. Its importance is twofold: in the first place, by
its extensive exploration of ‘measurement’ the literature has clarified
important meanings (e.g. ordinal, interval, and ratio scales), iden-
tified false interpretations (e.g. the non-uniqueness of elasticity
measures of dependent variables measured on linear scales), and
yielded up experimental techniques like the rating scale, the stan-
dard gamble, and the time trade-off method for the empirical study
of the values that people have (and the differences that exist between
them) (Torrance 1986). In the second place, this genre of the liter-
ature very precisely pinpoints the need for value-judgements: not
merely about the selection of the characteristics to be included in an|
assessment of the quality of life, but also about the selection of the
selectors not only about the scaling of characteristics as ‘better’ or&
‘worse’, but also about the ways in which characteristics should be
traded- off not only about overall weighted measures of the quality
of life of one kind (for example, health) but how that compares (and |
interacts) with other aspects of the quality of life (for example, edu- |
cation). It is notable that any systematic consideration of these
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