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Beyond GDP
A Paradigm shift in the Making

Let us celebrate!

There is a growing worldwide realization that there
is a better measure of societal progress than the
GDP (gross domestic product). This shift in think-
ing is timely because current events are exposing
the myths surrounding the GDP.

The GDP gives us little indication of the wellbeing
of society and has given us no intelligence of the
potential economic instabilities due to the global
economic credit and debt crisis, etc. even though
GDP has been promoted as a harbinger of a
strong economy and the proxy of a robust society.
We need a better set of measurements to guide us
forward.

Since ‘what we measure is what we get’ and ‘what
we measure is what is important to us’ - this is the
beginning of a paradigm shift. It raises the ques-
tions how we choose to define progress and what
we want for ourselves in the future.

The Origins of GDP

The GDP became a foundation of the United
Nations System of National Accounts (UNSNA)
following World War Il. It has served the world well
by providing us an understanding of the total
market value of goods and services produced by a
nation. Its worldwide adoption has enabled
national comparisons to be made to assess the
global economy.

The GDP was originally developed at the begin-
ning of the war to access the health of the war-time
national economies of the U.S. and Britain.
Recently it has been brought under severe
criticism in its misuse as a proxy for national well-
being or quality of life, which it is not.
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Concerns with the GDP

Orthodox thinking says that the more the GDP
grows, the better a country and its citizens are
doing.

Global and national progress has been defined in
terms of growth of GDP. This is a subject that is
becoming hotly debated. Exponential growth of
GDP, e.g. 4% per year, is an impossible task to
sustain. Unlimited GDP growth heavily relies on
the consumption of resources that are finite and
limited. Exponentially growing the GDP is an
impossible task to sustain. This results in stripping
the planet of resources essential for life and
exploiting society, all for the achievement of
achieving economic goals for a select few.

The science of ecology states that an ecological
system that is maximized for one parameter will
die. By the same token, if the countries of the
world aim to maximize GDP growth at the expense
of the environment and society, many authorities
claim that a global collapse if possible.

Consequently the primary concerns with the GDP
are its misuse — extending it beyond its intended
purpose. It meets its original objective to measure
a country’s overall economic output reasonably
well.

New Zealand’s Marilyn Waring disagrees with the
design of the GDP. She conducted original
research into the UN System of National Accounts
and became a strong critic of the GDP, pointing
out that volunteer and women’s work are not
included in its calculation and no differentiation is
made between the good and bad effects that the
exchange of money has on society. She opposes
a system which counts oil spills and wars as
contributors to economic growth, while child-
rearing and housekeeping are deemed valueless.
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A well known example of the inappropriateness of the

GDP to measure the progress of society, is the Exxon Simon Kuznets, the architect of GDP said, in anticipation
Valdez oil spill of 24 March, 1989. Here are Alaskan sea of this misuse, said “the welfare of a nation can scarcely
otters trapped by the oil. be inferred from a measurement of national income as

defined by the GDP...goals for “more” growth should
specify of what and for what.”

Robert Kennedy has said, “The GNP (a comparable
measure to GDP) counts air pollution and cigarette ad-
vertising and ambulances to clear our highways of
carnage. Yet the GNP does not allow for the health of
our children, the quality of their education, or the joy of
their play. It measures neither our wit nor our courage;
neither our wisdom nor our learning; neither our compas-
sion nor our devotion to our country. It measures every-
thing, in short, except that which makes life worthwhile.”

Progress in the Shifting Paradigm

GDP has been the iconic representation of the dominant
paradigm of the day, emphasizing that the economy and
economic growth are the primary objectives in modern
society. Through this “monetary lens” we see social and
environmental matters subservient to the economy, lead-
ing to the argument that we can’t have an effective social
or environment programme without a strong economy.
See the following figure.

Destruction from Iraq War

Social Wellbeing | Environmental Sustainability

It was one of the most horrific environmental disasters of
recent time — yet raised the GDP by over $5 billion U.S.
But it pales in comparison with the Gulf of Mexico BP
tragedy which will exceed this many times over. At the
time of this writing scientist were estimating this leak at
1,000,000 gallons of oil per day with no end in sight. The
message is to spill as much oil as possible because it is
“good” for the economy with environmental damage be-
ing a huge growth industry.

Strong Economy
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While this is true, looking through a “sustainability lens”,
the inverse is also true. A healthy society and environ-
ment are required for a strong economy.

Strong Economy

The Iraq war has added at least $700 billion US by
February 2010 to GDP at horrific expense to humanity
and resource depletion. Afghanistan will probably be
larger than that. The message is “war is good for the
economy”.

Healthy Robust Society | Healthy Environment
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Generating a progress measurement system that
integrates both of these views is the direction that
progress indicators are taking. Indicators that measure
the health of the whole system, not just the level of eco-
nomic throughput, as in the GDP.

Marilyn Waring’s book “Counting for Nothing” speaks to
many of these issues. She supports Dr. Ron Colman’s
development of the Genuine Progress Index for Nova
Scotia which addresses her objections to the GDP.

Even the World Bank is realizing the inadequacy of the
GDP, finding in their recent calculations of genuine or net
savings that some countries have actually become
poorer while at the same time increasing their GDP.

This is caused by a failure to compensate the depletion
of natural and social resources by either reconstituting
their natural capital or investing in human capital.

John Maynard Keyes (1883-1946), known as the father
of macroeconomics and the most influential economist of
the 20" Century is quoted as saying, “The day is not far
off when the economic problem will take the back seat
where it belongs, and the arena of the heart and the
head will be occupied or re-occupied by our real prob-
lems i the problems of life and of human relations, of
creation and behaviour and religion”. (We add, since
1946, the critical condition of the environment.) And the
systems of measurements will reflect this “new reality”.
This is the paradigm shift.

Most importantly the GDP does not take in consideration
income inequities. The GDP can go up while the poor
get poorer and the rich are get richer. The bifurcation of
global society is the most serious social problem we
have.
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Bryan Gould, previous Vice Chancellor of Waikato Uni-
versity, has cited in his recent book, “Rescuing the New
Zealand Economy” that the definition of economic suc-
cess needs to be measured, not by the exponential
growth of the economy (GDP), but by what the economy
produces socially, environmentally and culturally
(paraphrased). He believes that the Canadian Index of
Wellbeing (CIW) is one of the best examples so far
developed on this principle. The CIW measures what
matters most to Canadians, namely living standards,
time allocation, healthy populations, ecosystem health,
and educated populace, community vitality and civic en-
gagement. He cites that the work of Anew NZ, working
closely with Canadians like Ron Colman, the CIW Pro-
ject Office and others, are on a similar path to develop a
set of progress, wellbeing and sustainability indicators
that are an adjunct to the GDP — and of equal status.
This is a specific example of the paradigm shift.

The Organisation for Economic Cooperation and Devel-
opment (OECD) has been on a trajectory that is its
namesake — economic development advocating neolib-
eral policies and programmes. In the last few years they
have created a global initiative, “Measuring the Progress
of Societies”, led by Enrico Giovanini, that represents a
major policy shift toward social, economic and environ-
mental measurements. Three OECD World Forums
have been sponsored, the first in Italy in 2005, the sec-
ond in Istanbul in 2007 attracting 1200 people from 130
countries and 2009 In Busan, South Korea which drew
1500 people. Five people represented New Zealand
including Dr. David Kettle the principal researcher for
Anew NZ, Beat Huser from Environment Waikato, and
representatives from Statistics NZ. These forums have
produced a vast resource of reported work from across
the world describing this shifting paradigm.

A world conference entitled “Beyond GDP” was held in
November of 2008 organised by the European Commis-
sion, European Parliament, Club of Rome, OECD, the
World Wildlife Fund and Hazel Henderson which brought
together 650 delegates from more than 50 countries to
explore how to improve the measurement of progress,
true wealth and wellbeing of nations. It fully supported
the momentum to go beyond GDP.

European Commission president
Jose Manuel Barroso said,
“GDP is unfit to reflect many of
today’s challenges, such as cli-
mate change, public health and
the environment. We cannot
face the challenges of the future
with the tools of the past. He
went on to say that we should
claim for “the sort of break-
through that we saw in the
1930’s, a breakthrough that
adapts GDP, or complements, it
with indicators that are better
suited to our needs today, and
the challenges we face today”.

President Barroso
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Following the “Beyond GDP” Conference, President
Sarkozy of the France, launched the “Commission on the
Measurement of Economic Performance and Social Pro-
gress”

President Sarkozy

Joseph Stiglitz

The President set up an impressive commission of Nobel
Prize-winning economists and social scientists to ad-
dress the question of how to move beyond GDP as a
measure of economic performance and social progress.
The group was led by former chief economist at the
World Bank, Joseph Stiglitz, and included development
guru Amartya Sen (both Nobel laureats), and psycholo-
gist Daniel Kahneman and the economist-turned-climate-
change-hero Lord Stern.

A year and a half on and the Commission has published
its final report. The vision is bold — it recognises that
“new political narratives are necessary to identify where
our societies should go” and advocates “a shift of em-
phasis from a ‘production-oriented’ measurement system
to one focused on the well-being of current and future
generations”. Specifically, it recommends that govern-
ments adopt measurements that better represent indi-
viduals’ circumstances today that include individual and
social wellbeing and sustainability.

This represents a huge step forward in establishing the
new paradigm.

In the meantime, tiny Bhutan, a Himalayan country of a
mere 700,000 people has been developing their Gross
National Happiness (GNH) indicator system in deference
to the dominant paradigm of the day. The Kingdom
recently voluntarily became a democracy in 2008, but
prior to this monumental change, King Jigme Singye
Wangchuch, at his coronation in 1972 declared he was
more concerned with Gross National Happiness than
with Gross Domestic Product. His thinking is that public
policy should be more closely tied to wellbeing — how
people feel about their lives — and it is catching on. The
New Economics Foundation and many other organisa-
tions are in full agreement with Bhutan’s innovative work,
with Britain, Germany, Italy and France following their
developments closely — together with many other coun-
tries and organisations.

Bhutan’s global influence is extraordinarily disproportion-
ate to its size or its $2.7 billion per annum GDP. To illus-
trate their resolve and determination to retain their Bhud-
dhist cultural values and not become influenced by the
values of the current orthodox global economy, they
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insist on maintaining their primary goal as ensuring
peace and happiness of their people and the security
and sovereignty of their nation. When the World Trade
Association approached them by insisting that Bhutan
accept tobacco companies to trade, the answer was a
definitive “NO”. Few other countries in the world would
have the courage, but Bhutan is very clear and
committed to its long term objectives.

Their GNH is calculated through nine dimensions similar
to the Canadian Index of Wellbeing plus Psychological
Wellbeing. Overall happiness is therefore defined and
measured by the aggregation of these nine dimensions.
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Dr. Ron Colman, from Nova Sco-
tia Canada, who has been a con-
sultant for the New Zealand gov-
ernment, local government and a
mentor to Anew NZ since 2003, is
a primary consultant for the Bhu-
tanese government. His recent
assignment has been to assist in
integrating the basic philosophy of
the GNH into Bhutan’s educa-
tional curriculum. He is an effec-
tive driver of the paradigm shift.

Dr. Ron Colman

What is a Way Forward for New Zealand?

New Zealand is developing an initiative that goes
“Beyond GDP”, based on many of the guidelines
deccrihaed ahove The “What Mattere Mast to New
Zealanders” programme, being led by Anew NZ includes
many of the features reported above from Ron Colman’s,
the OECD’s and Stigliz’s work, including the innovations
of Bhutan.

“What Matters Most to New Zealanders” was conceived
in 2007 with a meeting of 85 cross-sector leaders in
indicator work from across New Zealand, sponsored by
Anew NZ, Statistics New Zealand and the NZ Ministry of
Social Development. (See www.anewnz.org.nz and click
on “What Matters Most to New Zealanders”.) The atten-
dees decided they wanted to work together collabora-
tively to create an integrated, comprehensive set of
progress, wellbeing and sustainability indicators for the
country. Anew NZ offered to lead this project up to the
point of turning it over to a trust partnership between civil
society, business, local government and government.
This transition is occurring now.

This programme will rely on the significant NZ indicator
work already in process: the Statistics NZ’'s “Measuring
Progress toward Sustainable Development”, Local Gov-
ernment’s “Quality of Life Report” and “Community Out-
comes” programmes, NZ Ministry of Social Development
“Social Report”, NZ Ministry for the Environment’s “State
of the Environment” reports — to create the New Zealand
Index of Wellbeing which will measure wellbeing, sus-

tainability and progress.

It is designed to engage communities and the public to
envision their future and measure progress toward those
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visions, and generate action on creating a better New
Zealand. A think tank analyses the determinants
across indicators (e.g. health dependence on income,
social-economic equity, the environment, housing, et.)
and the determinants of outcomes on policies that are
driving results. It draws attention to the action required
to achieve “what matters most to New Zealanders”.

“What Matters Most to New Zealanders” seeks to make
a contribution to a more sustainable society in which
the public have more of a say into decisions that di-
rectly affect their lives, e.g. better governance, health,
education, community vitality, more sustainable envi-
ronment, community vitality, family health and life satis-
faction.

A Paradigm Shift in the Making

New Zealand has the opportunity of being part of a
global leadership team along with Canada, Australia,
France, the European Commission, the European Par-
liament, and Scandinavia and others — in creating an
initiative that can help change the world. Enrico
Giovanini, the head of Italy’s national statistics agency,
and recent leader of the OECD “Measures of Progress
of Society” has said, “the good news at the international
level is that there are signs that something significant is
changing” — we would say — “a paradigm shift is in the
making”.

by Dave Breuer, 24 June 2010
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