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Genetics
Personality traits
Age
Gender
Income
Education
Health
Employment status
Volunteering
Religion
Social trust
Social ties and networks
Safety
Marriage
Having children
Friends and family
Democracy
Public goods (e.g. environmental amenities)
Diet (e.g. fruit and veg consumption)
Immigration!

Indicators of Economic Growth
 Standard measures of gross national product (GNP) or gross domestic

product (GDP) are commonly used to measure a country’s level of economic
activity and progress
 Critics argue that these give a highly misleading impression of economic

development as it measures only goods traded in markets
 A country with extreme inequality can have a higher GDP than a country

where income is more evenly distributed, even if the average person in the
second country is better off.
Costanza et al. (2014) Time to leave GDP behind. Nature, 505, 283-285.
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“the welfare of a nation can scarcely be
inferred from a measurement of income”Simon Kuznets, Presented the original
formulation of GDP, noted in his very first
report to the US Congress in 1934

Limitations of GDP
 Does not take into account recreation or free things like volunteering
-i.e. a lot of things that make life enjoyable

 Household production (e.g. working at home) or leisure time are not included
 Does not consider non-economic contributors to well-being such as education and

health

 Fails to account for environmental degradation and resource depletion
- If a nation cuts down its forests, depletes its soil fertility, and pollutes its water supplies, this surely makes
the nation poorer but national income accounts will merely record the market vale of the timber, agricultural
produce and industrial output as positive contributions to GDP – question of intergenerational equity

 Does not include any subjective indicators reflecting how

happy/unhappy residents in that country are?

 Why should we be interested in SWB?

 Nations need to monitor psychological well-being, not

just GDP and other economic indicators Diener and
Seligman (2004)
 Money and other indicators do not capture everything about quality of life
People value happiness
SWB reflects broad aspects of quality of life
High SWB brings about other benefits
SWB can shed light on policy debates

Robert Kennedy, 1968
 Too much and for too long, we seemed to have surrendered

personal excellence and community values in the mere
accumulation of material things. Our Gross Nation Product .
. . counts .. cigarette advertising, and ambulances to clear
our highways of carnage…. Yet the gross national product
does not allow for the . . . quality of our marriages, the
intelligence of our public debate or the integrity of our
public officials. It measures neither our wit nor our
courage, neither our wisdom nor our learning, neither our
compassion nor our devotion to our country, it measures
everything in short, except that which makes life
worthwhile.

Broader measures of well-being: Human
Development Index
 The United Nations Development Programme’s Human Development Index

(HDI) uses an adjusted measure of real per capita GDP as one component of an
index that also includes life expectancy and access to education.
 Explicit purpose "to shift the focus of development economics from national

income accounting to people centred policies
 The HDI is a relative index: the value for each country is between 0 and 1; it

conveys the relative position of a given country in the overall development
schedule
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Should the focus be on GDP when evaluating the wellbeing of a nation?
Countries with similar conventional GDP levels often vary quite dramatically in
human welfare as measured by these multivariate development indicators

Indicators of Development
 Non-economists (and indeed many economists) usually reject the idea that welfare and

poverty should be measured by income alone

 A large array of Social Indicators try to measure these different dimensions

 Health variables: child mortality, life expectancy, malnutrition, number of hospital beds

per inhabitants, etc

 Education indicators: illiteracy, enrollment rates, average educational achievement in the

population, etc

 Access to service/information indicators: radios or TV’s per inhabitants, circulation of

newspapers, % of households with access to safe water, etc

Better life index - OECD
 Income, wealth and inequality
 Jobs and earnings
 Housing conditions
 Health status (life expectancy as well as a subjective evaluation of ones overall health
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status)
Work and life balance
Education and skills
Social Connections
Civic engagement and governance
Personal security
Subjective well-being
Environmental quality

Genuine Progress Indicator (GPI)
 GPI adjusts economic output by starting with a measure of consumption

adjusted for income inequality, adding the value of unpaid work and subtracting
out estimates of ‘defensive’ expenditures
- defensive expenditures are associated with cleaning up pollution or attempting to compensate for
other environmental damage

 Long term resource and environmental damage such as ozone layer depletion

and greenhouse gas accumulation account for much of the difference between
GDP and GPI.
 https://www.youtube.com/watch?v=NX1o_TvcN4Q
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GPI including/excluding long term environmental damages
(ozone layer depletion and Greenhouse gas accumulation

Components of the Genuine Progress Indicator
The Genuine Progress Indicator
includes some categories that
are left out of standard GDP,
such as housework and
volunteer work. It adjusts
consumption for inequality, and
deducts a wide range of figures
for different types of pollution,
resource depletion and
degradation, and accumulation of
wastes. The resulting final figure

What would happen
if
we made the GPI our
primary indicator of
success?

is significantly lower than GDP.

Source: Talberth, Cobb, and
Slattery, The Genuine Progress
Indicator 2006 (Redefining Progress,
2006), cited in Talberth, “A New
Bottom Line for Progress”,
Worldwatch Institute State of the
World 2008)

