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Monitoring the urban QoL:
The global approach

Examples:
- The “Quality of Life Index”, by Mercer Consulting
- The “Global Cities Index” produced by Foreign Policy with A. T. Kearney 

and the Chicago Council on Global Affairs. 

Method:
- A few, key dimensions (chosen by experts)
- Objective indicators in each dimension, same for all cities
- City rankings are computed using arbitrary weights

Pros:
- Visibility
- Comparability 
- Useful for international business

Cons:
- Not a good guide for policy decisions
- Don’t reflect the views and needs of the locals
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Monitoring the urban QoL:
The local approach: “Cómo Vamos”

Method:
- As many dimensions as needed to respond to public opinion demands
- Mix of objective and subjective indicators, some common across cities
- No synthetic index of quality of life or city rankings

Pros:
- Visibility (local)
- Can reflect the views and needs of the locals
- An input for public policy debates

Cons:
- Too many topics but no criteria to rank needs/problems 
- No criteria to compare zones within the city of interest
- Very limited comparability across cities
- No conceptual framework to make good use of subjective data… 



The limitations of subjective data:
Gaps between perception and reality



The limitations of subjective data:
The aspiration paradox

People Who Think the Majority of the Children Receive a Good Education
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Source: Authors' calculations based on Quality of Life Modules of household surveys.  
Note: the sample corresponds to adults 18 years old or older.



Fuente: Capítulo 7, “La Calidad del Trabajo: una cuestión de enfoque”
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The limitations of subjective data:
Interpretation ambiguities



Monitoring the urban QoL:
The local approach improved…
The neighborhood approach

 Level of observation truly local: neighborhood
 Emphasis on public goods, services and amenities 

with spatial dimension  
 Organized use of objective and subjective data
 Relative importance of QoL dimensions or their 

components not imposed on the data
 …but elicited with the help of two simple 

methods:
– What the market recognizes as valuable: the hedonic 

price method
– What affects people’s subjective well-being: the life 

satisfaction method



 The hedonic price method:
House prices (p) depend on housing features (H) and 

neighborhood features (Z)

Ln pij = constant + γ1 Hi  + γ2 Zj + vij, 
vij=δj + ηi

 The life-satisfaction method:
Life satisfaction (LS) depends also on H and Z, plus 

individual-level variables (income, age, family size)

LSij =a + b yij + c ageij + d ageij2 + e fsij +  g Hij + h Zj  +  vij   

The essence of the two methods



Influences housing 
prices: market 
attaches a value to 
it

Does not influence 
housing prices: 
market does not 
attach a value to it

Has (separate) 
influence on well-
being

Does not have 
(separate) 
influence on well-
being

The essence of the two methods

For any neighborhood feature:



Influences housing 
prices: market 
attaches a value to 
it

Does not influence 
housing prices: 
market does not 
attach a value to it

Has (separate) 
influence on well-
being

Does not have 
(separate) 
influence on well-
being

Markets function 
well: 
access/distance to 
downtown or 
shopping center

The essence of the two methods

For any neighborhood feature:



Influences housing 
prices: market 
attaches a value to 
it

Does not influence 
housing prices: 
market does not 
attach a value to it

Has (separate) 
influence on well-
being

Conditions are 
changeable: safety
Huge consumer 
surplus: basic 
services

Does not have 
(separate) 
influence on well-
being

The essence of the two methods

For any neighborhood feature:



Influences housing 
prices: market 
attaches a value to 
it

Does not influence 
housing prices: 
market does not 
attach a value to it

Has (separate) 
influence on well-
being

Market signals 
don’t function: 
access to culture 
and recreation

Does not have 
(separate) 
influence on well-
being

The essence of the two methods

For any neighborhood feature:



Influences housing 
prices: market 
attaches a value to 
it

Does not influence 
housing prices: 
market does not 
attach a value to it

Has (separate) 
influence on well-
being

Does not have 
(separate) 
influence on well-
being

Potentially 
problematic: air 
quality, traffic (!)

The essence of the two methods

For any neighborhood feature:



Influences housing 
prices: market 
attaches a value to 
it

Does not influence 
housing prices: 
market does not 
attach a value to it

Has (separate) 
influence on well-
being

Conditions are 
changeable: safety
Huge consumer 
surplus: basic 
services

Market signals 
don’t function: 
access to culture 
and recreation

Does not have 
(separate) 
influence on well-
being

Markets function 
well: distance to 
downtown, or 
shopping center 

Potentially 
problematic: air 
quality, traffic (!)

The essence of the two methods

For any neighborhood feature:



Monitoring the urban QoL:
The neighborhood approach in practice

 Experimental applications in:
 Argentina: Buenos Aires
 Colombia: Bogota and Medellin
 Costa Rica: San Jose
 Peru: Lima
 Uruguay: Montevideo



Monitoring the urban QoL:
The neighborhood approach in practice 
Manizales, Colombia 

Epicenter of the
traditional coffee
growing area

Altitud: 2200 m.

Population: 390,000

Survey sample: 6,300

Average income per-
capita: $2,786/year

Average housing rent
per-capita:
$630/year, $52/month

Source: Velásquez (CRECE), 2011.



Valuing public goods using the hedonic price
and the life satisfaction approaches

Source: Velásquez (CRECE), 2011.

Hedonic prices Life satisfaction

Coeffi-
cient

Implicit 
price

(US$/mo)
Coeffi-
cient

Implicit 
price

(US$/mo)
DWELLING FEATURES

House -0.056 *** -2.9 0.005
Number of rooms 0.147 *** 7.7 0.011 *** 58.0
Floors of good quality 0.183 *** 9.6 0.019 *** 112.9
Walls of good quality 0.140 *** 7.3 -0.035 *** 240.8
Front garden 0.068 *** 3.6 0.003
Telephone service 0.114 *** 6.0 0.027 *** 172.1
Gas service 0.093 *** 4.9 0.020 *** 116.4
Slope of street 0.001 0.000

NEIGHBORHOOD FEATURES
Residential area 0.093 *** 4.9 0.031 *** 207.3
Paved streets 0.115 *** 6.0 -0.005
Sidewalks 0.061 ** 3.2 0.005
Park besides or in front 0.066 ** 3.5 0.018 ** 101.3
Green zone besides or in front 0.018 0.005
Distance to sport facilities (ln) -0.005 0.002
Distance to shopping (ln) -0.031 *** -1.6 0.001
Distance to cultural center (ln) -0.017 * -0.9 -0.005 ** -25.4
Distance to school (ln) 0.004 -0.001
Distance to church (ln) -0.005 0.002
Distance to health center (ln) 0.004 0.001
Distance to rescue/fire station (ln) 0.019 ** 1.0 0.002
Distance to public transporation stop (ln) -0.020 * -1.0 0.000
Distance to college (ln) -0.057 ** -3.0 0.005
Distance to downtown (ln) -0.091 *** -4.8 -0.011
Distance to bus terminal (ln) -0.018 0.000
Distance to main street -0.025 *** -1.3 0.000
Feels safe in neigborhood 0.034 ** 1.8 0.014 ** 79.1



Average
Lower 
class

Middle 
class Upper class

Implicit transfers through rents

Paved streets 5.4 2.6 4.1 9.3

Sidewalks 3.0 1.5 2.3 5.0

Park besides or in front 0.6 0.2 0.4 1.1

Security in neighborhood 1.5 0.7 1.1 2.6

Implicit (additional) transfers thru life 
satisfaction

Park besides or in front 16.4 2.6 8.4 36.7

Security in neighborhood 65.0 15.9 40.9 133.3

Calculating implicit transfers due to the
provision of public goods

Implicit transfers per household
(USD/month)

Source: Velásquez (CRECE), 2011.



Uses of the results
 Ranking and tracking of neighborhoods

– By housing prices and by satisfaction

 Ranking and tracking of needs
– By neighborhood, socio-economic group, etc.

 Who benefits from public expenditures:
– By neighborhood, socio-economic group, etc.

 Valuation of public goods and cost-benefit 
analysis of public expenditures

 Analyses of public project finance options:
– When to use property taxes
– When to subsidize provision (sidewalks, parks, etc.)



Conclusion

 Urban monitoring is still in its infancy

 Systems such as the “Cómo Vamos” have
a great potential

 The “neighborhood approach” presented
here can make urban monitoring more 
useful for urban policy and planning.


