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Introduction

Writing in 1973, E.F. Schumacer observed: “It is hardly an exaggeration to say
that, with increasing affluence, economics has moved into the very centre of public
concern, and economic performance, economic growth, economic expansion, and so forth
have become the abiding interest, if not the obsession, of all modern societies.”!
Developed nations are primarily concerned with economic growth, as measured by Gross
Domestic Product (GDP). Derek Bok writes that, “Economic growth is now the most
influential single measure of our national vitality and progress.” This paper will focus
solely on developed countries, and will explore the relationship between GDP and well-
being.

This paper will examine the extent to which an economy focused on improving
the GDP leads to the betterment of citizens’ lives. The argument put forward is that GDP
is an inadequate evaluation of well-being, and that alternative measurements are

necessary in order to properly gauge real progress. It is assumed that the benefits and

"E. F. Schumacher, Small Is Beautiful: Economics as If People Mattered (New York: Harper & Row,
1975), 39.

2 Derek Bok, The Politics of Happiness: What Government Can Learn from the New Research on Well-
Being (Princeton, NJ: Princeton University Press, 2010), 63.



rationale behind increasing well-being are self-evident. There is no need to defend the
importance of improving people’s lives.

Before making these arguments, a necessary first step is to define well-being. This
will be done in the first chapter, which will include an explanation of factors that
influence well-being. Next, the relationship between well-being and economic growth
within developed nations will be examined. Finally, the third chapter will examine

alternative measurements to GDP.



Well-Being

Before analyzing the relationship between GDP and well-being, it is first
necessary to establish what is meant by the term well-being. This chapter will define the
concept of well-being used for this paper and then explain different understandings of the
term. Finally, the factors that affect well-being — both contributing and detracting — will
be analyzed. Understanding these factors is important, as the different aspects that GDP
measures will be explored in the second chapter. Subsequently, understanding the
influence of these factors will help to make clear whether or not GDP measures and

values that which actually contributes to well-being.

What is Well-Being?
Often used synonymously with the concept of happiness, well-being is in fact a
distinct concept. Aristotle wrote often about eudaimonia, which is typically translated to

happiness in English. A more accurate translation, however, is “human flourishing.”3

3 Daniel N. Robinson, 4ristotle’s Psychology (Lincoln, NE: Joe Christensen Inc., 1999).



In contemporary life, ‘happiness’ refers more to one’s momentary feelings. A
person feels happy or sad for brief periods of time. Philosophers use the term ‘happiness’
to describe a person’s life in a broader sense. Happiness, in the philosophical sense,
depicts one’s life as a whole — its level of flourishing.

For the purposes of this paper, well-being will be understood as one’s overall
satisfaction with his or her life.

‘Happiness’ and ‘well-being’ are often used interchangeably in literature on the
topic. It is necessary to look beyond the terms in order to understand what the authors and
researchers are referring to. Momentary happiness is not of concern for this paper. Pain
and sadness, firstly, are a part of the human experience, and ultimately make happiness
possible. It is only in relation to sadness that one knows what it is like to feel
momentarily happy. Secondly, momentary happiness is a nearly impossible goal for
policymakers, ultimately leading either to the plain and painless dystopia outlined in Lois
Lowry’s The Giver, or a hedonistic world comprised of empty, momentary, fleeting
pleasures.

Overall satisfaction with one’s life is a more holistic understanding of well-being.
Higher well-being means people are more content with their lives in general. Well-being
goes beyond hedonistic pursuits (short-term pleasure) since it refers to one’s life as a
whole. Momentary pleasures are still a part of one’s life, but they may not be the most
important aspect. [f momentary pleasures contribute to overall life satisfaction, then they
are worth pursuing according to this definition of well-being. It does seem, however, that

endlessly pursuing hedonistic goals will never satisfy someone’s life as a whole. A



person is only satisfied for a brief moment before desiring more. By definition, hedonism
can never bring lasting satisfaction.

Researchers typically analyze well-being by asking how satisfied people are with
their lives. Researchers are now able to do what utilitarian Jeremy Bentham had wanted —
quantifiably measure well-being. In large numbers, asking people how satisfied they are
with their lives is quite accurate in quantifiably measuring societal well-being.# Criticism
of this approach will be addressed more fully in the third chapter.

It need also be mentioned that the well-being defined in this paper is not strictly
utilitarian (maximizing happiness for the greatest number of people). Yes, well-being
should be maximized for individuals and across society; however, it must not come at the
expense of important values such as equal rights or free speech. A common and justified
critique of utilitarianism is that it allows the majority to exploit the minority, thus leading
to greater overall well-being. In other words, well-being might be maximized overall if
the majority white population enslaves the minority black population. Utilitarianism goes
beyond democratic rule because it has the potential to completely ignore the voice of the
minority. In a democracy, every person’s voice — in theory — is valued, and minority
groups can have significant influence. Ethically, it would be very difficult to contend that
one person should suffer so that ten people can marginally increase their well-being.
Humans are autonomous beings born with innate rights that must first be protected.

The Canadian Charter, American Constitution and other foundational documents
offer logical starting points to the problem of the tyranny of the majority. Ensuring the
rights guaranteed in the Canadian Charter of Rights and Freedoms must be done before

maximizing well-being. If the innate rights of one individual are sacrificed in order to

* Bok, The Politics of Happiness, 204.



increase the happiness of other more prioritized individuals, society has lost its moral
foundation. Individual rights might seem to justify the right of a person to maximize their
profit by polluting a river, but this in fact violates both rights-based and utilitarian
arguments. More people are adversely affected than benefit, and the right to life is put at
risk for many individuals.

The Charter and Constitution must also not be thought of as perfect. Though
important starting points for ensuring the rights of individuals, they can continually be
improved. The slave-owning writers of the American Constitution were flawed
individuals. The rights they outlined must logically be extended to people of all genders,
races, abilities and sexual orientations.

Utilitarians might even make the argument that having rules protecting minorities
does increase overall well-being. Indeed, some studies have found that greater tolerance
for homosexuals and other minority groups increases national well-being.> Nevertheless,
there is no guarantee that it does, and thus safeguards that ensure people’s rights are an
important function of government. Increasing well-being is an important, and achievable,
goal for governments; however, the rights of minorities must not be compromised. Even
other government pursuits are still necessary. For example, if a homeless person is
content, is it not unethical to ignore their plight? Amartya Sen contends that people adapt
to their situations, even if the situation is unjust.® Ignoring such individuals would lead to
unsettling and unethical results.

Sen developed the capability theory in the early 1980s partly as a critique of the

utility approach, which concentrates on happiness. In /nequality Reexamined, Sen writes,

> Ronald Inglehart et al., ‘Development, Freedom, and Rising Happiness: A Global Perspective (1981—
2007)’, Perspectives on Psychological Science 3, no. 4 (2008): 271.
6 Amartya Sen, On Ethics and Economics (New York: B. Blackwell, 1987), 45—-46.



“A person’s capability to achieve functionings that he or she has reason to value provides
a general approach to the evaluation of social arrangements, and this yields a particular
way of viewing the assessment of equality and inequality.” In other words, instead of
simply trying to maximize utility, the key idea is that “social arrangements should aim to
extend people’s capabilities — their freedom to promote or achieve what they value doing
and being.”®

Sen contends that people do not always pursue their own self-interest, but often
choose wider, often altruistic, concerns.? While this is certainly true, and is a legitimate
critique of both economic and utility approaches, altruism does not actually detract from
well-being. In fact, doing good for others has been shown to increase people’s
satisfaction with their lives. Participants in a study did five acts of kindness a week over a
six week period, and these people were found to have a higher well-being compared to
control groups.19 In fact, scientists are reconsidering the idea of the ‘selfish gene’ and are
exploring the evolution of altruism and kindness.!! What this means is that human beings
do act altruistically — despite what economic models suggest — and that doing so is not

mutually exclusive from well-being.

" Amartya Sen, Inequality Reexamined (Oxford University Press, 1995), 4-5.

¥ Severine. Deneulin and Lila. Shahani, An Introduction to the Human Development and Capability :
Approach (London: Earthscan Ltd., 2009), 31.

? Amartya Sen, Commodities and Capabilities (Oxford: Elsevier Science Publishers, 1985), 18-20.

'S, Lyubomirsky, K. M. Sheldon, and D. Schkade, ‘Pursuing Happiness: The Architecture of Sustainable
Change’, Review of General Psychology 9, no. 2 (2005): 111-131.

"' George Vaillant, Spiritual Evolution: How We Are Wired for Faith, Hope, and Love, Reprint. (New
York: Three Rivers Press, 2009).



Generating Well-Being

What Philosophers Say Contributes to Well-Being

Exactly how to achieve well-being is a question that has been wrestled with for
thousands of years. According to Homer, well-being was luck. People’s lives were either
pleasant or miserable, depending on the will of the gods. Aristotle held a different
opinion, believing that a person could affect their well-being by pursuing truth:
“Happiness is an activity of the soul in accordance with perfect virtue.”12 The happiest
life, in other words, consists of contemplating truth. Well-being is pursuing everything
that makes us human — reason, truth and living in community. Aristotle believed that a
person could improve their well-being by leading a moral life. Aristotle’s belief — that
well-being was not entirely good fortune — has carried on to modern day. He argued for
the incredible importance of pursuing eudaimonia: “Happiness, then, is clearly a
something complete in itself, and all-sufficient, forming the end of all things done by
man.”13 In other words, the purpose of human life is to procure happiness.

Epicurus, who was born within Aristotle’s lifetime, reaffirmed the importance of
well-being. Believing it to be life’s sole aim, Epicurus said that all that was required for
true happiness was a life among friends, a body free of pain and peace of mind. Epicurus
did not deny the existence of the gods, but he did not believe that they exercised their will
on men and women. People had some control over their level of well-being.

Medieval views on well-being again emphasized the importance of the moral life.
Living well and knowing God would lead to eternal happiness following death. A person

might even suffer on Earth, but they would be rewarded with true happiness in the

12 Aristotle, The Nicomachean Ethics of Aristotle, trans. Robert Williams (London: Longmans, Green, and
Co, 1869), 30.
P Ibid., 15.



afterlife. Thomas Aquinas said that only two things were required for well-being:
virtuous action and sufficiency of material goods.!* According to Aquinas, money is only
useful insofar as it is a means to an end. Once increasing income becomes a goal in and
of itself, this detracts from a person’s well-being and is wrong in the eyes of God.

In the mid-18" century, Scottish philosopher Frances Hutcheson was the first to
describe the best society as the one that had the greatest amount of happiness. Jeremy
Bentham took this idea further, arguing for utilitarian reforms. Bentham’s utilitarian ideas
inspired Thomas Jefferson, who wrote the famous phrases in the Declaration of
Independence on the right to life, liberty and the pursuit of happiness. Bentham
understood happiness as pleasure over pain, and even proposed a ‘felicific calculus,’
which was an algorithm that he believed could test the happiness factor of any action.1>
Today, research has progressed to more accurately measure well-being across nations.

The concept of well-being has changed over time. Darrin McMahon studied the
history of the idea of happiness and outlined the ways in which happiness was believed to
be achieved: luck (Homeric), virtue (classical), heaven (medieval), pleasure
(Enlightenment) and materialism (modern).1® While the ways thought to achieve well-
being have changed throughout history, the idea that it is a worthy goal has not.
Nevertheless, there are some commonalities among historical philosophers on how to

achieve well-being. Philosophers have questioned the importance of income growth for

' Mark Anielski, The Economics Of Happiness (Gabriola Island, BC: New Society Publishers, 2009), 55.
' Jeremy Bentham, The Principles of Morals and Legislation (Buffalo N.Y: Prometheus Books, 1988),
chap. 4.

' Darrin M. McMahon, Happiness: A History, 1st ed. (New York: Grove Press, 2007).



thousands of years.17 Philosophers — including Bentham — have also noted the importance
of health, friends, morality and God.
What Empirical Research Says Contributes to Well-Being

No longer are only philosophers questioning what comprises the good life.
Interestingly, empirical research on well-being has confirmed much of what philosophers
have been saying for thousands of years. As will be shown in this chapter, evidence
suggests that money and materials do not increase well-being, while relationships, health
and doing good for others does.

Biological factors do have a role in people’s well-being, but they are not
completely deterministic; human and government interventions can also have a
substantial influence on well-being. East Germany offers a clear example, as the well-
being of East Germans after the collapse of the Berlin Wall is dramatically higher than it
was before the USSR broke apart.1® Genetics, including one’s childhood and parents, is
estimated to account for approximately 50 percent of one’s well-being; the remaining
percentages are variable factors, most of which can be altered.1?

Outside of one’s inherent temperament, researchers have found six main factors
that account for the widest discrepancy in people’s well-being: marriage, social
relationships, employment, perceived health, religion and quality of government.20

In terms of marriage — and many of the correlational findings — it is often unclear
in what direction causation runs. Marriage may not cause happiness; it may simply be

that the happiest individuals are the ones that are more able to get married and stay

" Bok, The Politics of Happiness, 207.

** Ibid., 52-53.

' Anielski, The Economics Of Happiness, 73.
2 Bok, The Politics of Happiness, 17.
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married. However, research suggests that causation tends to run in both directions. A
2003 study done by Alois Stutzer and Bruno Frey found that married individuals are
much happier than unmarried individuals, and that is largely because happier people are
more likely to get married.2! However, the “prevailing opinion” of researchers is that the
positive relationship between marriage and well-being is mainly due to the beneficial
effects of marriage.22 This suggests that, “marital intimacy, commitment, and support
really do — for the most part — pay emotional dividends.””23

Unsurprisingly, other relationships also have a major influence on well-being. A
network of friends and family will help people deal with misfortune and depression,
strengthen immune systems and give individuals a sense of worth.2* A study of soldiers
in the army found that those in large units with changing memberships experienced less
satisfaction and worse physical and mental health than those in twelve-person a-teams.2°
People are social beings, so it is no wonder that community contributes to well-being. In
fact, a 2006 study found that friendship variables accounted for 58 percent of the variance
in people’s happiness.2¢

Employment is also a considerable contributor to well-being. There is, again, a
possible problem of causality in analyzing the relationship between employment and
well-being. Happier individuals are more adept at finding and maintaining employment.

Nonetheless, research does suggest that being employed leads to satisfaction with one’s

2L A. Stutzer and B. S. Frey, ‘Does Marriage Make People Happy, or Do Happy People Get Married?’,
Journal of Socioeconomics 35, no. 2 (2006): 326-347.

22 David G. Myers, ‘Close Relationships and Quality of Life’, in Well-Being: The Foundations of Hedonic
Psychology, ed. Daniel Kahneman, Ed. Diener, and Norbert Schwarz (New York: Russell Sage Foundation,
1999), 382.

> Ibid.

2 Bok, The Politics of Happiness, 20.

3 Myers, ‘Close Relationships and Quality of Life’, 380.

2 Meliksah Demir and Lesley Weitekamp, ‘I Am so Happy ’Cause Today I Found My Friend: Friendship
and Personality as Predictors of Happiness’, Journal of Happiness Studies 8, no. 2 (2007): 181-211.
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life. Economist Andrew Oswald says that unemployment is the “key source of
unhappiness in the affluent industrialized countries.””2”

For people that are employed, insecurity about one’s job is a major reason behind
job dissatisfaction.?8 If a person is anxious about possible termination, their well-being,
and productivity, will be lower than those that feel stable in their position. In terms of
work, employees are most satisfied when they are given goals that are challenging but not
out of reach. If work is nearly impossible and if employers use punishment instead of
reward, employees will be unhappy.2° Also, parents’ full-time employment during the
first six months of a baby’s life leads to that child having lower cognitive ability.30
Stable, challenging employment with plenty of parental leave appears to be the most
conducive to well-being.

Health’s impact on well-being is obvious, and there is an abundance of literature
on the topic. Relevant to this paper is research done on the social determinants of health —
both physical and mental.

First, healthier populations exist in countries with universal health care systems.
More market-based approaches to health care, such as in the United States, simply do not
work as well. The United States spends far more per capita on health care than any other
country on the planet, yet it ranks below other developed countries in most aspects of
health care, including quality of care, access to care, equity, life expectancy at age 60,

infant mortality and deaths preventable by proper care, among others.3! In fact, infant

?7 Anielski, The Economics Of Happiness, 224.

2 Bok, The Politics of Happiness, 111.

» Gardiner Morse, ‘The Science Behind The Smile. (cover Story)’, Harvard Business Review, January
2012, 87.

39 Bok, The Politics of Happiness, 146.

*! Ibid., 106.
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mortality in the United States is 6.6 per thousand births compared to 4.8 in Cuba, a much
poorer country that spends only a fraction of what the United States spends on health
care.3? President Obama’s health care reforms have helped to give health coverage to
millions of previously-uninsured Americans; however, it does not go far enough and still
relies on employer-provided health coverage instead of a universal system.

Health is also affected by a country’s level of equality. Richard Wilkinson and
Kate Pickett detail their thirty years of research in The Spirit Level, which shows that a
whole host of problems are much less likely in egalitarian societies. Physical and mental
health problems can be partially explained by vast disparities in wealth.33 Even factors
such as obesity are exacerbated by inequality. Some of these health variances can be
explained by stress levels, which can be tangibly measured by observing levels of
hydrocortisone that people produce in their blood and saliva. Since income is the most
tangible measure of someone’s “worth” in Western countries, large gaps in income
translate to more emotional and psychological stress.3* A healthy population and,
therefore, a population with higher well-being, can be affected by national policies that
encourage egalitarianism.

Reducing inequality has even more benefits beyond health. Violence, crime,
educational performance and social mobility are all negatively impacted by inequality, as
outlined in The Spirit Level. Efforts to reduce inequality have resulted in prosperity for

countries of the world.3> Well-being, for a variety of reasons, is significantly increased by

32 United Nations. Statistical Division., ‘Statistical Yearbook’, no. 54 (2009).

33 Richard G Wilkinson and Kate Pickett, The Spirit Level : Why Greater Equality Makes Societies
Stronger (New York: Bloomsbury Press, 2010).

3* Linda McQuaig and Neil. Brooks, The Trouble With Billionaires: Why Too Much Money at the Top Is
Bad for Everyone (Toronto: Viking Canada, 2010), 158.

3% Morse, ‘The Science Behind The Smile. (cover Story)’, 87.
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reducing wide gaps between rich and poor. Also, it does not increase well-being in a
strictly utilitarian sense, where more people benefit than are harmed. It is certainly true
that previously marginalized groups have more power and opportunities in a more
egalitarian society; however, even those at the top of the income bracket benefit from
increased equality. Egalitarian societies have less crime and violence, which benefits
everyone. Violent behaviour is often, “a response to threats or perceived threats to an
individual’s pride, threats that leave him feeling ashamed, put down, or humiliated.”36
Large income gaps do not excuse criminal behaviour, but they do help to explain some of
the root causes. It does not matter how rich a country is; the United States and Norway
are both very rich countries with high levels of GDP per capita. What matters more is the
distribution of income within the countries.

Part of the reason inequality so negatively impacts well-being is that people’s
happiness is very dependent on their situation relative to those around them. It does not
matter whether an individual makes $100,000 a year or $10 million a year; their
satisfaction with life will be less if their neighbour has a higher income than they do. “It
seems we get used to what we have, and then would like at least as much as those around
us or more; we covet our neighbours’ material wealth.”37 Karl Marx understood this,
saying, “A house may be large or small; as long as the surrounding houses are equally
small, it satisfies all social demands for a dwelling. But if a palace rises beside the little
house, the little house shrinks into a hut.”38 Thus, promoting egalitarianism can have

profound effects on well-being. It is no wonder that more equal societies, such as Norway

3 McQuaig and Brooks, The Trouble With Billionaires: Why Too Much Money at the Top Is Bad for
Everyone, 160.

37 Anielski, The Economics Of Happiness, 216.

38 Karl Marx, Wage-Labour and Capital (Rockville, MD: Wildside Press, 2008), 33.
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and Denmark, have higher levels of well-being than more unequal societies, such as the
United States and United Kingdom.

Religion’s impact on well-being need also be mentioned. Individuals with faith
live longer, healthier and commit less crime.3? Studies indicate that there are two
independent reasons for the higher well-being. Firstly, belonging to a community of
worshippers and attending church activities raises self-esteem and helps during times of
challenge. Secondly, belief in God actually increases well-being on its own. According to
a study done by Richard Layard, belief in God can be attributed to a 3.5 point gain in
happiness on a 100-point scale.*?

Finally, quality of government is responsible for the sixth highest variance in
people’s well-being. As measured by the World Bank’s Governance Effectiveness
indicator, it can be seen that there is a strong correlation between a country’s quality of

government and its people’s well-being.
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Figure 1: Government Effectiveness and Life Satisfaction

Source: World Bank Governance Indicators and New Economics Foundation

3% Abbot L. Ferris, ‘Religion and the Quality of Life’, Journal of Happiness Studies 3, no. 3 (2002): 199.
0 Bok, The Politics of Happiness, 22.
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Correlation does not necessarily mean causation; however, research does suggest
that as quality of governance improves, so too do the people’s well-being. Soviet-bloc
countries saw an initial drop in well-being due to the abruptness of the fall of the Wall,
but as time went on, the increased freedom and democracy led to significantly heightened
well-being.41

Other factors, such as giving to charity and helping others, also contribute to
one’s well-being.42 Perhaps this suggests that a society focused on individualism runs
contrary to the promotion of well-being.

What Empirical Research Says Does Not Contribute to Well-Being

The factors that contribute to well-being are important for policymakers to
understand, although they are not unexpected findings. More surprising are the factors
that actually detract from well-being — namely, money and material possessions.

Western society places an enormous amount of importance one’s money and
belongings. People attempt to acquire both in order to feel satisfied. The problem,
however, is that when one’s goal is to become wealthy, it becomes impossible to achieve.
People tend to compare their wealth in relation to those around them, so they are left
wanting more and feeling unsatisfied even if they are wealthy on a global scale. British
economist Andrew Oswald wrote, “I was raised in an economic classroom to believe that
money buys quite a lot of happiness. I have to revise that opinion.”43

There is indeed a relationship between income and well-being. In general, the
higher a person’s income, the higher their satisfaction with life. This correlation,

however, does not answer the question of whether or not more money leads to higher

*! Ibid.
* Ibid., 30.
* Anielski, The Economics Of Happiness, 215.
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well-being. Those living in poverty would certainly not be satisfied with their lives, and
happier individuals might simply advance their careers more easily. Despite steady rises
in per capita income across most developed countries, satisfaction with life has remained
relatively constant for the past fifty years. On a four-point scale, average life satisfaction
in Japan was 2.7 in 1958. In 1991, after years of higher income and affluence, life
satisfaction still scored 2.7.44

Analyzing individuals as their income fluctuates reveals a startling finding: most
people’s satisfaction with life changes very little with the rise and fall of their income as
they advance through their careers and eventually retire.4> This conclusion from Ed
Diener, Eunkook M. Suh, Richard E. Lucas and Heidi L. Smith is indeed profound. If
raising one’s income has no, or at most marginal, effects on well-being, the importance
placed on making money needs to be reconsidered.

Daniel Kahneman and Alan B. Krueger studied the same question, yielding
similar results. They found a very weak relation between income and life satisfaction, and
that people overestimate the importance of income.#® Money’s effect on well-being is
mostly temporary. The researchers also concluded that previous studies that found a
stronger relationship between income and well-being suffer from a “focusing illusion” in
which people attribute a greater importance to one factor after it was brought to mind by

the questioner.

* Bruno S. Frey and Alois Stutzer, ‘What Can Economists Learn from Happiness Research?’, Journal of
Economic Literature 40, no. 2 (2002): 407.

* Ed Diener et al., ‘Subjective Well-being: Three Decades of Progress.’, Psychological Bulletin
Psychological Bulletin 125, no. 2 (1999): 276-302.

* Kahneman D et al., ‘Would You Be Happier If You Were Richer? A Focusing Illusion.’, Science (New
York, N.Y.) 312, no. 5782 (2006): 1908-1910.
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Richard Easterlin had similar findings, concluding that people’s well-being does
not change after retirement, despite significant changes to income.#” Robert Lane, a
professor emeritus at Yale University, found that the correlation between income and
happiness in developed countries was close to zero and sometimes negative.48

While money’s effect on life satisfaction is marginal at best, its effect on day-to-
day happiness is even less. There is a threshold of sufficiency where additional income
no longer translates to higher emotional well-being. A recent study out of Princeton
University found that this threshold income level is $75,000 a year.#? Any additional
income beyond $75,000 has no effect on a person’s day-to-day happiness.

It seems that people get used to what they have. Human beings have an
extraordinary ability to adapt to their respective situations, whether positive or negative.
In comparing recent amputees and lottery winners, researchers found that both groups
experienced momentary changes in their happiness, but that they reverted back to their
original level of well-being after three years.>°

First described by Brickman and Campbell in 1971, adaptation theory suggests
that people react only briefly to good and bad events, soon returning to neutrality.>!
People strive for a goal, thinking that it will satisfy them, only to reach it and feel the

need to meet a new goal. Adaptation theory is still relevant in modern psychology;

*"Richard A. Easterlin, ‘Income and Happiness: Towards a Unified Theory’, Economic Journal 111, no.
473 (2001): 465-484.

*8 Robert Edwards Lane, The Loss of Happiness in Market Democracies (New Haven: Yale University
Press, 2001), 65.

* Kahneman D. and Deaton A., ‘High Income Improves Evaluation of Life but Not Emotional Well-
being’, Proc. Natl. Acad. Sci. U. S. A. Proceedings of the National Academy of Sciences of the United
States of America 107, no. 38 (2010): 16489—-16493.

% Brickman P, Coates D, and Janoff-Bulman R, ‘Lottery Winners and Accident Victims: Is Happiness
Relative?’, Journal of Personality and Social Psychology 36, no. 8 (1978): 917-27.

>! Philip Brickman and Donald T. Campbell, ‘Hedonic Relativism and Planning the Good Society’, in
Adaptation-level Theory: a Symposium, ed. Mortimer H. Appley (New York: Academic Press, 1971), 297—
304.
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however, it needs to be mentioned that this does not mean that certain factors cannot
affect a person’s well-being. While people do adapt relatively well to various
circumstances, well-being can still be influenced by certain factors, giving hope to
policymakers that wish to decrease misery and increase well-being.>2

Adaptation theory suggests that it does not matter if a person loses their leg or
suddenly wins millions of dollars; it will not affect that person’s overall well-being. On
the one hand, this suggests that negative events do not seriously alter well-being due to
humans’ amazing ability to adapt to their respective circumstances. On the other hand, it
suggests that more money — the goal for many westerners — will not satisfy like they think
it will.

Researchers refer to this phenomenon as the “hedonic treadmill.” However
prosperous a county, people continue to believe that more money is the key to well-
being.>3 In an endless routine, people make more money, but think that just a little more
will satisfy them. In 1987, Americans believed that the amount of money they needed to
“fulfill all of [their] dreams” was approximately $50,000, and in 1996 that number (in
constant dollars) climbed to $90,000.5% A misconception about wanting more and more
money is that there is no point at which well-being is achieved. There is no imaginary
finish line. Well-being is a combination of factors and experiences, not a destination that

can be reached.

52 Ed Diener, Richard E. Lucas, and Christine Napa, ‘Beyond the Hedonic Treadmill: Revising the
Adaptation Theory of Well-Being’, American Psychologist 61, no. 4 (2006): 305-314.

33 Bok, The Politics of Happiness, 177.

*Ibid., 13.
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Individuals who attach great importance to wealth tend to suffer from lower well-
being.>> This is because many of these individuals will fail in their pursuit, but also
because it is largely an impossible and endless goal. There is always someone wealthier,
leading people to covet what others have no matter how rich they are in comparison to
the rest of the world. Westerners are often unsatisfied because they fail to realize that
there is a level of income that is “enough.” At some point, more money fails to bring
more well-being.>¢ If well-being is the goal, time would be better spent on developing
relationships and doing enjoyable activities.

The same is true not just of income, but of material possessions. “We fail to
anticipate the rise in material aspirations that will come with growth in income. We are
seemingly never materially satisfied with constantly changing material expectations,
except when we reach the age of wisdom.”57

“The West created economic models that say that if we have enough material
goods we will be happy.”>8 However, study after study has revealed that the pursuit of
material goods leads to decreased well-being, decreased day-to-day happiness, increased
depression, increased paranoia and narcissism. “The truth is that we often compromise
the pursuit of happiness and the good life in the mere accumulation of material things.”>?

Juliet Schor studied increased consumerism in a 1999 book.6% She found that
people were willing to spend more money on brand-name items even if there was no

difference in quality. In wealthy nations, people aim to find satisfaction. Ultimately,

> Ibid., 15.

>® Anielski, The Economics Of Happiness, 3.

*7Ibid., 226.

* Ibid., 138.

* Ibid., 176.

% Juliet B. Schor, The Overspent American: Why We Want What We Don’t Need (New Y ork:
HarperPerennial, 1999).

20



however, this consumerism fails to deliver any increase in well-being. “Satisfaction
depends on change and disappears with continued consumption.”®! Increased
consumption does not lead to increased well-being because, as mentioned earlier,
people’s satisfaction with life depends on the position of others. People consume
endlessly, but do not feel satisfied. Social hierarchy encourages people to save less and
buy more. Westerners end up surrounded by an abundance of material goods, but not a
better life. Material goods do not lead to higher well-being.®2 Well-being is not reliant on
high levels of consumption. “The truth is that we often compromise the pursuit of
happiness and the good life in the mere accumulation of material things and most
importantly money.”63

Rampant consumerism has also led to a more materialistic view of education.
Advertisements have appeared on the pages of examination booklets.® In addition, the
number of university students interested in developing “values and a meaningful
philosophy of life” has declined; today, 75 percent of freshman students consider
“making money” very important, up significantly from a few decades ago.6>

Research suggests that experiences are far superior in promoting well-being than
material possessions. It is not the souvenir that brings satisfaction, but the vacation; it is
not the skis, but the ski trip; it is not the couch, but the conversation. Research done by

Leaf Van Boven confirms that it is not material goods that bring about satisfaction, but

®! Frey and Stutzer, ‘What Can Economists Learn from Happiness Research?’, 414.
52 Schor, The Overspent American: Why We Want What We Don’t Need.

53 Anielski, The Economics Of Happiness, 176.
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% Ibid., 166.
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experiences.®® “’The good life’...[is] better lived by doing things than by having
things.”67

Choice itself can be detrimental to well-being. While some choice is good, it has
been found that too much choice in day-to-day activities leads to decreased well-being.68
Westerners are presented with very little choice in what matters, such as political leaders,
but an overabundance of choice in what does not, such as types of yogurt.

Despite significant monetary gains in the past few decades, people’s satisfaction
with life is no higher because people are notoriously poor judges of what will improve
their lives. As long as people continue to believe that buying a bigger house, owning a
newer car, winning the lottery or getting a job promotion will make them satisfied, they
will continue to fall short. Psychologists confirm that people are unaware of what will
make them happy, focusing too much on short-term effects and failing to realize their
ability to adapt.®® Emerging research on well-being is increasingly answering the
question of what contributes to life satisfaction, so there is hope that the findings can help
people make decisions that better contribute to their well-being. There is hope that this
research can also make clear to policymakers the factors that are important to measure.
The next chapter will discuss what GDP does measure, and whether it is compatible with

these factors that contribute to well-being.

% . Van Boven, ‘Experientialism, Materialism, and the Pursuit of Happiness’, Review of General
Psychology 9, no. 2 (2005): 132—-142.
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and Social Psychology 85, no. 6 (2003): 1193.
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Conclusion

Well-being — defined as overall satisfaction with life — is a complex concept that
is finally beginning to be better understood. Philosophers have long understood the
importance of well-being, often seeing it as life’s most important aim. Thus, there has
been a detailed history of attempting to understand what it is that contributes to one’s
well-being. Many philosophers have long questioned the importance of adding money
and possessions to their life, instead valuing relationships and a virtuous life. Empirical
research has tended to confirm philosophical insights into well-being. Overall life
satisfaction is mainly affected by marriage, social relationships, employment, perceived
health, religion and quality of government. It is also increased by doing charitable work,
and is largely dependent on the situation of others. Therefore, large disparities of income
decrease societal well-being. In addition, increased income and material possessions have
little — and sometimes a negative — impact on a person’s well-being.

As the factors that contribute and detract from well-being become better
understood, it is worth questioning whether wealthy countries’ economic policies are

appropriately designed to encourage increases in well-being.
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Problems With GDP and Growth

Using the concept of well-being developed in the first chapter, the second chapter
of this paper explores well-being’s relationship with GDP. Essentially, there are two main
issues outlined in this chapter. First, GDP is a poor measure of well-being; it does not
accurately reflect how satisfied people are with their lives. Second, beyond simply being
an inadequate measurement, focusing on growing GDP leads policymakers and

individual citizens to strive toward the wrong goals.

History of GDP and Growth Obsession

Though it now dominates economic conversation, it was only after WWII that
growth became the principal aim of economic policy in the United States. Before then,
economic policy was predominantly concerned with taming the business cycle and
avoiding unemployment.”® Growth was increasingly emphasized by the Council of

Economic Advisers in the late 1940s, and John F. Kennedy later made growth an

0 Anielski, The Economics Of Happiness, 117.
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important part of his campaign.”’! Today, the mantra of infinite growth with finite
resources goes largely unquestioned, despite it being “an obvious impossibility” in the
long-term.72

GDP was originally developed at the height of the Great Depression by Simon
Kuznets and Richard Stone, who were later given the Nobel Prize in Economics. In 1934,
Kuznets was tasked with producing a report for the United States government, estimating
the country’s national income. The policy tool he developed became the prototype for
what we now call GDP.73 During the war, GDP was first used in order to help increase
production for the war effort. Following the war, GDP was prioritized and used in order
to measure growth, which presumably benefited everyone. Before the war, economists
had little significance in public policy; however, following the war, economists became
the “ultimate authorities” on public policy.”74

Kuznet — GDP’s architect — made abundantly clear that GDP was to be used as a
measure of economic activity, not a measure of well-being. While advocating its use in
1934, Kuznets warned that “the welfare of a nation can scarcely be inferred from a
measurement of national income as defined above.”’> Later, in 1962, Kuznets again
criticized the scope with which GDP was being used: “Distinctions must be kept in mind
between quantity and quality of growth, between its costs and return, and between the

short and long run. Goals for more growth should specify more growth of what and for

"' Bok, The Politics of Happiness, 64.
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3 Schumacher, Small Is Beautiful: Economics as If People Mattered, 46.
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Atlantic 276, no. 4 (1995): 63.
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what.”76 Nevertheless, GDP continues to be used today as the primary measurement of

societal well-being.

Relationship Between GDP and Well-Being

The economic goal for most governments is growth, as measured by GDP. There
is an underlying assumption that increasing the GDP will translate into an increase in
societal well-being. Addressing the recent World Economic Forum, Prime Minister
Stephen Harper reiterated the priority of pro-growth policies, saying, “Western nations, in
particular, face a choice of whether to create the conditions for growth and prosperity, or
to risk long-term economic decline.””” He added, “The wealth we enjoy today has been
based on — and only on — the good, growth-oriented policies, the right, often tough
choices and the hard work done in the past.”’8 Economic growth, in other words, is a
main priority of the Canadian government, as it is for most developed nations.

Canada’s 2011 Budget, 4 Low-Tax Plan for Jobs and Growth, depicts the
assumed connection between well-being and growth. It notes that the Budget is designed
to, “improve the well-being of Canadians over the long term. To this end, Budget 2011
supports job creation and continues to lay the foundation for sustainable economic

growth.””? Gregory Makiw, former head of George W. Bush’s Council of Advisors said

76 Simon Kuznets, National Income, 1929-1932, Senate Document, 73rd US Congress, 1934, 7.

" Mark Kennedy and Jordan Press, ‘““Major Transformation” as Harper Aims for Growth over
Entitlements’, January 26, 2012,
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ry.html.
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7 Department of Finance, ‘Budget 2011°, March 22, 2011, http://www.budget.gc.ca/2011/plan/toc-tdm-
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that, “GDP per person seems a natural measure of the economic well-being of the
average individual.”80

Having established what leads to and what constitutes well-being — individuals’
satisfaction with their life — it is worth questioning the assumption that growth and,
therefore, a rising GDP, translates into improved well-being.

It is certainly true that countries with higher GDP tend to have higher well-being.
This is not overly surprising. Developing countries — those with very low GDP — have
many impoverished citizens who do not yet have their basic needs met. For anyone living
in poverty, well-being is understandably low. What is interesting, however, is that once
nations get to a point where basic needs are essentially met, increases in GDP no longer
have much of an effect on well-being. In other words, “well-being appears to rise with
the national income, but then reaches a threshold at a certain level. Above this level an
increase in well-being is so small as to be almost undetectable.”8! The threshold level is
around $10,000. Once a country reaches $10,000 per capita, further growth does not
result in increased well-being.82 This trend can be seen in Figure 1, where each dot
represents a country of the world in 2005. Well-being tends to plateau, despite higher
GDP.

Income is a means, not an end in itself. As the capabilities approach says, what is
important is equalizing capabilities, not income. Sen criticizes the equal distribution of
income because it focuses on means and not what individuals gain with the means.83

What an individual can accomplish with a certain level of income relies heavily on that

% Bok, The Politics of Happiness, 66.

8! Anielski, The Economics Of Happiness, 218.

82 Bok, The Politics of Happiness, 13—14.

% Amartya Sen, ‘Equality of What?’, in Tanner Lectures on Human Values, vol. 1 (Cambridge: Cambridge
University Press, 1980).
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person’s capabilities. In other words, a just system would not rely on equalizing income,
but ensuring that everyone has adequate nourishment, health, freedom of mobility and so
on.

Though closer than developing countries, Western countries are still far away
from equalizing opportunities. There is still a wide disparity of skills and life expectancy,
for example. Nevertheless, it is easy to see why this is a worthwhile goal. The capabilities
approach is based on ensuring that people have the ability to achieve what they are
capable of. For some individuals, it takes a higher amount of commodities to equalize
capabilities. For instance, a disabled person might require the use of a wheelchair or lifts
in order to have the same level of mobility as everyone else. Also, a pregnant woman will
require a different diet to achieve the same level of nourishment. Simply looking at
income does not provide adequate information about the well-being of these individuals.
It must be understood how well people are able to function with their level of income.
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Figure 2: GDP and Life Satisfaction for 141 Countries
Credit: New Economics Foundation. 2009. The (un)Happy Planet Index, 2.0.
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The Life Satisfaction Index is calculated by using data from the Gallup World
Poll and the World Values Survey. Life satisfaction is measured in both surveys using the
question, A/l things considered, how satisfied are you with your life as a whole these
days?8*

According to the Life Satisfaction Index, the country with the highest level of life
satisfaction is Costa Rica, despite having a very modest GDP per capita of $10,180. The
next happiest countries are Denmark, Norway and Ireland. Other happiness studies have
found Denmark to be the happiest country in the world.8> Nonetheless, GDP growth in
these rich nations has only a marginal effect on well-being.

Growth is much more important for developing nations. For these countries, there
is a strong correlation between GDP growth and increases in well-being. When
Organisation for Economic Co-operation and Development (OECD) countries are
removed, as shown in Figure 3, there is a stronger relationship between GDP and life

satisfaction.

# New Economics Foundation, ‘Components of the HPI | Calculating the HPI | Learn | Happy Planet
Index’, n.d., http://www.happyplanetindex.org/learn/calculating/global.html#lifesat.
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Despite this strong correlation, it should still be mentioned that GDP is not always
an accurate reflection of a country’s well-being. GDP can be a misleading indicator of
development and must be analyzed alongside other factors. For instance, Equatorial
Guinea has the 49™ highest GDP per capita in the world, which tops that of Chile, Poland
and Russia.8® Nevertheless, Equatorial Guinea is one of the least developed countries of
the world, ranked 136™ on the Human Development Index (HDI). It is a highly
impoverished and highly unequal country, with much of its oil revenue going to President
Teodoro Obiang Nguema Mbasogo.8” GDP is not an accurate reflection of Equatorial
Guineans’ well-being, and policies aimed solely at increasing oil revenue and, therefore,

GDP, might have no benefit for the people.

8 International Monetary Fund, ‘World Economic Outlook Database September 2011°, n.d.,
http://www.imf.org/external/pubs/ft/weo/2011/02/weodata/index.aspx.
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The same is true in Nigeria, where the number of people living in absolute
poverty has risen from 54.7 percent of the population in 2004 to 60.9 percent in 2010.88
In the same years, Nigeria’s GDP per capita (current US$) rose 71.7% - from $6,615.5 to
$9,228. Nigeria is currently 156™ in the world on the HDI, despite strong GDP growth.

Nevertheless, this paper recognizes the strong connection between growth and
well-being for developing nations. However, the same is not true of developed countries.
In developed countries, poverty — a significant detractor of well-being everywhere in the
world — is not going to be reduced with more growth; what is missing is political will.
Developed nations already possess the resources to eliminate poverty, but the poor are
simply not a priority.8? Reducing poverty increases a country’s well-being, but in rich
nations, this is no longer done by generating GDP growth. The focus of the paper,
therefore, is on the effect of increasing GDP within developed, not developing, countries.

Figures 4-6, depicting life satisfaction and GDP per capita for Americans,
Canadians and Danes, show that economic growth does not appear to result in increased
well-being. Therefore, the assumption that GDP growth translates to increased well-being
appears to be faulty. In terms of well-being, Andrew J. Oswald concludes that, “in a
country that is already rich, policies aimed at raising economic growth may be of

comparatively little value.”90

88 ‘Nigerians Living in Poverty Rise’, BBC, February 13, 2012, sec. Africa,
http://www.bbc.co.uk/news/world-africa-17015873.
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Life satisfaction’s relationship with GDP in the United States is quite telling. Even after

adjusting GDP for inflation and population, it can be seen that life satisfaction not only

does not move with GDP, but it has an inverse relationship. The more GDP has risen, the

less satisfied Americans have been with their lives. Citizens of the United States, and

most Western nations, are no happier than they were in the 1950s.°1 This trend can be

seen in Canada and Denmark as well. While the countries’ economies have grown quite

substantially in the past few decades, well-being has not.
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New Economics Foundation. 2009. The (un)Happy Planet Index, 2.0.

The Life Satisfaction Index is by no means the only indicator of well-being. The

Genuine Progress Indicator (GPI) is becoming increasingly popular in economics

literature. The GPI is an aggregate score, calculated by using a number of different

economic, social and environmental indicators. Instead of using self-assessments of well-
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being, GPI measures indicators that are thought — or have been proven — to increase well-
being. Alberta’s GPI is calculated using a total of 51 indicators, grouped into economic,
social and environmental. Examples of the indicators include household debt, savings,
poverty, free time, water quality and ecological footprint.®?

Similar to the Life Satisfaction Index, GPI, when graphed, shows that increases in
GDP have not resulted in improved well-being. Figure 6 depicts GPI for Alberta, a
province whose economy has grown tremendously as a result of oil revenue. In fact, GDP

has increased 483% since 1961.93
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Figure 7: GDP and GPI in Alberta, 1961-1999
Credit: Mark Anielski. 2001. The Alberta GPI Blueprint.

Alberta is home to the third largest deposit of oil in the world, and heightened oil
prices have made the oil sands increasingly profitable. The city of Leduc, just south of

Edmonton, has the third highest GDP per capita in the world, behind Luxembourg and

92 1.
Ibid., 44.

% Amy Taylor, The Alberta GPI Summary Report (Pembina Institute for Appropriate Development,

September 2005), http://www.pembina.org/pub/193.
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Bermuda.?* However, despite the economic growth, people are beginning to question
how it has benefited them. Alberta has relatively high wages and low unemployment;
however, well-being is still low in comparison to other provinces. The Maritimes, despite
low GDP, have the highest levels of happiness in Canada.’> Even when only looking at
Alberta’s economic well-being, ignoring social and environmental aspects, there has been
no improvement in the last twenty years.?¢ Economic well-being is measured in terms of
income, taxes, debt and savings. It is clear that GDP is not accurately reflecting the well-

being of Albertans, Canadians or Western citizens on the whole.
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Figure 8: GDP and GPI in the United States, 1950-1997
Credit: U.S. Department of Commerce, Bureau of Economic Analysis

Rowe, Jonathan and Mark Anielski. 1999. The Genuine Progress Indicator: 1998 Update.

The United States’ GPI tells a similar story to Alberta’s. GDP has risen over the
years, but GPI peaked in 1973, as shown in Figure 7. A rising GDP does not improve

everyone’s well-being.
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What GDP Does Not Measure and What It Does Measure

By discussing what GDP does not measure and then the different factors that it
does measure, this section will help to analyze the reasons why GDP does not correlate
with well-being.

As the previous graphs have shown, both Alberta and the United States have seen
no real increase in well-being — measured by GPI — over the past few decades. The
reasons, however, might be completely unique to each place. Albertans’ stagnation of
well-being could be partially explained by longer working hours or environmental
degradation. In fact, Albertans enjoy the least amount of leisure time of any province in
Canada.”” The reasons behind the United States’ GPI level are of course quite varied as
well. However, part of the explanation is that growth in past decades has economically
benefited only a small number of people in the United States. More precisely, the most
recent OECD report on income inequality reveals that the rich have benefited more than
the middle class who have benefited more than the poor.?8 Especially following Reagan’s
reforms in the 1980s, American workers experienced no growth in real wages.?® The
United States, Britain and Canada have increasingly become “plutonomies” — economies
where financial growth is largely restricted to the rich.190 In 2010, American incomes

grew, on average, 11.6 percent. However, an astonishing 93 percent of that total growth

7 CBC News, ‘Time to Spend with Family Hard to Come by in Alberta’, News, CBC, February 20, 2012,
http://www.cbc.ca/news/canada/edmonton/story/2012/02/20/calgary-alberta-family-day.html.
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went to the richest one percent of Americans; for 99 percent of people, income only
increased 0.2 percent.101

Thus, while GDP numbers might seem to suggest that Americans have enjoyed
economic growth over the years, the reality is that a large number of Americans have
seen no improvement in their wage or quality of life. GDP numbers can be quite
misleading in this respect. A country may have increased its GDP per capita from
$25,000 to $30,000, but if the median income has not increased, people are not better off.
Simply measuring averages does not take distribution into account.102

Moving beyond the measurement of averages is important because inequality has
a large negative effect on well-being. As mentioned in the first chapter, in rich countries,
a smaller gap between the rich and poor results in higher levels of well-being. Inequality
is cause to a whole host of problems, including drug use, life expectancy, obesity,
educational performance, teenage pregnancy and violence, to name only a few.193 Efforts
to reduce inequality have resulted in increased prosperity.1%4 Research is clear on the
negative effects of inequality. What is now needed is a greater priority placed on
measurements that evaluate this important determinant of well-being and an economic
system that encourages a smaller gap between the rich and the poor.

Another aspect that is not measured by GDP is negative externalities of our
economic system, such as environmental degradation. A company that pollutes a river is

“good” for the economy, but obviously this is not necessarily good for overall well-being.

to1 Chrystia Freeland, ‘A U.S. Recovery, but Only for the 1 Percent’, The New York Times, March 8, 2012,
sec. U.S., http://www.nytimes.com/2012/03/09/us/09iht-letter09.html.

192 Joseph E. Stiglitz, Amartya Sen, and Jean-Paul Fitoussi, Mismeasuring Our Lives: Why GDP Doesn 't
Add Up (New York: New Press, 2010), xiv.

19 Wilkinson and Pickett, The Spirit Level.

1% McQuaig and Brooks, The Trouble With Billionaires: Why Too Much Money at the Top Is Bad for
Everyone, 58.
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GDP only takes into account what is created, not what is destroyed.1%% It counts what is
produced, but not what is required for production. GDP is a poor measure because it
counts industrial production, but not the consequential rise in asthma rates, for instance.
And it is not just a minority of individuals that are negatively impacted by environmental
damage. Protecting the planet is of benefit to everyone; therefore, an economic measure
like GDP falls short, since it does not account for environmental damage.

Furthermore, it is easy to see how GDP is simply a poor economic measure.
Economically, it is better in the long-run to plant forests after clear-cutting them, to have
good air quality, to preserve wildlife and to keep water systems free of pollutants.
Sustainability, in other words, will help an industry stay profitable for a longer period.
Simply using GDP, however, does not account for the economic good in the long-run.
There is also Dutch Disease to consider — the phenomenon whereby a country’s resource
boom leads to an appreciation of the exchange rate and, thus, a decline in the
manufacturing sector.'”® Canada is at risk of Dutch Disease. Deriving profit from oil in
the ground is easy to do; however, when it is done too quickly, it can actually have
adverse effects on the economy as a whole, especially if the manufacturing sector does
not rebound when the oil is all used up.

In addition to not measuring that which lowers well-being, GDP also does not
measure that which increases well-being. The factors that people most value — family,
relationships and community — have no value according to GDP; only what can be
obtained in the market is given value. In addition, leisure time, which is another

significant contributor to well-being, is not measured.

105
106

Joseph E. Stiglitz, Amartya Sen, and Jean-Paul Fitoussi, Mismeasuring Our Lives, Xiii.
M. Beine, C.S. Bos, and Serge Coulombe, Does the Canadian Economy Suffer from Dutch Disease?
(Amsterdam: Tinbergen Institute, 2009).
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The important work that parents — especially mothers — do in raising children also
has zero value in GDP, despite being hugely important for well-being and for the
economy. In Canada alone, the amount of unpaid work, which is done primarily by
women, was estimated in 1992 to be worth $318.8 billion.197 If parents spent less time
with their kids, had less maternity leave and relied more heavily on private or public day-
cares, GDP would rise. However, it would be difficult to argue that this change would
make society — and families — better off.

In recent years, much of GDP’s rise can be attributed to related shifts to market-
based services. Many services, such as child-care, are now received on the market, rather
than from family or friends. “This shift translates into a rise in income as measured in the
national accounts and gives a false impression of a change in living standards, while it
merely reflects a shift from non-market to market provision of services.”108

Much of what GDP measures is quite a perverse indication of societal well-being.
When a couple divorces, each party must hire a lawyer and then live in separate
dwellings, both causing GDP to rise. When a hurricane devastates a city, rebuilding costs
cause GDP to rise. When an oil spill wreaks havoc on the ocean, the enormity of clean-up
costs cause GDP to rise. When a country diverts more resources to funding a war, GDP
again rises. Mark Anielski describes the ideal GDP hero — one who has a very positive
impact on his or her country’s GDP: “The GDP’s ideal economic hero is a chain-
smoking, terminal cancer patient going through an expensive divorce whose car is totaled

in a 20-car pileup, as a result of being distracted by his cell phone while munching on a

197 Catherine Hoskyns and Shirin M. Rai, ‘Recasting the Global Political Economy: Counting Women’s
Unpaid Work’, New Political Economy New Political Economy 12, no. 3 (2007): 302.
1% Joseph E. Stiglitz, Amartya Sen, and Jean-Paul Fitoussi, Mismeasuring Our Lives, 49.
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fast-food hamburger.”19? Everything is added to GDP and nothing is ever subtracted,
good or bad.
Mere weeks before his assassination, Robert Kennedy expressed his
dissatisfaction with GDP, summarizing much of what is wrong with the measure:
[It] counts air pollution and cigarette advertising, and ambulances to clear our
highways of carnage. It counts special locks for our doors and the jails for the
people who break them. It counts the destruction of the redwood and the loss of
our natural wonder in chaotic sprawl. It counts napalm and counts nuclear
warheads and armored cars for the police to fight the riots in our cities...Yet the
gross national product does not allow for the health of our children, the quality of
their education or the joy of their play. It does not include the beauty of our poetry
or the strength of our marriages, the intelligence of our public debate or the
integrity of our public officials. It measures neither our wit nor passion or our
devotion to our country, it measures everything in short, except that which makes
life worthwhile.110
GDP does not measure what is important in people’s lives. The consequence of
this is summed up nicely by Joseph Stiglitz, Amartya Sen and Jean-Paul Fitoussi: “What

we measure affects what we do. If we have the wrong metrics, we will strive for the

wrong things.”111

What GDP Leads To

The dogma of endless and continuous growth has resulted in the type of society
that prioritizes what is unimportant. It is difficult for societal well-being to increase when
people are determined to pursue goals that run contrary to higher life satisfaction. As

Stiglitz, Sen and Fitoussi remark, GDP is not just a poor measurement, but it also results

19 Anielski, The Economics Of Happiness, 30.

"9 Tbid.

" Robert F. Kennedy, ‘Remarks of Robert F. Kennedy at the University of Kansas, March 18, 1968 - John
F. Kennedy Presidential Library & Museum’, March 18, 1968, http://www jfklibrary.org/Research/Ready-
Reference/RFK-Speeches/Remarks-of-Robert-F-Kennedy-at-the-University-of-Kansas-March-18-
1968.aspx.
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in the pursuit of the wrong goals. This section describes the kind of society that is
brought about by prioritizing GDP growth.

More than 98 percent of the money supply in both Canada and the United States
is in the form of debt.112 This staggering statistic is the all-too-common reality in growth-
based economies. In fact, it has been found that there is a direct relationship between debt
and GDP.113 Simply put, the country could not grow as quickly and as steadily without a
constant supply of borrowed money. Considering that debt makes up 98 percent of the
money supply in the United States and Canada, Mark Anielski argues that, “over the last
50 years of our economic progress, our entire economic prosperity has been financed by
debt.”114 In the United States, government, business, household and foreign debt totals
$42 trillion, which is unsustainable and nearly impossible to repay.!1>

Some debt, of course, serves a useful purpose. Loans to finance small business
start-ups and student loans are both beneficial to society, both economically and in terms
of well-being. Excessive debt, however, hinders an individual’s well-being, as described
in Chapter 1. And today, Canadians, Americans and many Western citizens are burdened
by record-level mortgage and credit card debt. In 2006, Americans’ total household debt
(consumer credit, home mortgages and other debt) as a percentage of personal income
was 139.7%, up from 72.1% in 1980.116 Beginning in the early 1980s, consumer credit

expanded rapidly, financing consumption more than ever.

"2 Joseph E. Stiglitz, Amartya Sen, and Jean-Paul Fitoussi, Mismeasuring Our Lives, svii.

"3 Aniel36

"4 Anielski, The Economics Of Happiness, 182.

" Ibid., 184.

1% Aldo Barba and Massimo Pivetti, ‘Rising Household Debt: Its Causes and Macroeconomic
Implications—a Long-period Analysis’, Cambridge Journal of Economics 33, no. 1 (January 1, 2009): 115.
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Why would people purposefully burden themselves with unnecessary debt? The
answer might lie in research that suggests that people’s happiness is dependent on those
around them. People are continually trying to become more successful than their
neighbours, leading to a materialistic arms race. People buy status symbols, such as
bigger houses, fancier cars and brand-name clothes, in an endless effort to appear elite — a
message that is continually reinforced by businesses. People always feel as though they
need more things and more income to become happy. The result, however, is that
“people’s aspirations are forever beyond their reach, leaving them perpetually
unsatisfied.”117 As mentioned in the first chapter, the amount of money that people
believe they need in order to be satisfied has steadily increased.

Research on rising debt does suggest that maintaining or increasing social status
plays a significant role in people financing their consumption with borrowed money.
Aldo Barba and Massimo Pivetti found that this factor, in addition to inequality, can
explain much of the rise in household debt: “In the face of growing income inequalities
such as those experienced by the USA over the past 25 years, the drive to continually
improve one’s standard of living and ‘keep up with the Joneses’ contribute to bring
about...a growing indebtedness to finance consumption in excess of current income.”118
As an added consequence, household savings have depleted as debt has risen.

The beginnings of consumerism began with Edward L. Bernays, nephew of
Sigmund Freud. Bernays used his uncle’s theories on the subconscious to manipulate the
population for the benefit of corporations and governments. Some of his work includes

being hired by American Tobacco in the 1920s, where he broke down the smoking taboo

"7 Anielski, The Economics Of Happiness, 182.
18 Barba and Pivetti, ‘Rising Household Debt’, 126.
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for females by successfully labeling cigarettes as “Torches of Freedom,” and with a
bacon producer, Beechnut Packing Company, where Bernays convinced the public that
bacon and eggs constituted the true all-American breakfast.11°

Bernays was successfully able to manipulate the population at large by
understanding their insecurity, sexuality and fears.120 While Freud tried to use his
psychology to free patients from emotional crutches, “Bernays used it to rob consumers
of their free will, helping his clients predict, then manipulate, the very way their
customers thought and acted — all of which he openly acknowledged in his writings.”121

Bernays believed that manipulating the masses is necessary to maintain an orderly
society. He wrote, “If we understand the mechanism and motives of the group mind, it is
now possible to control and regiment the masses according to our will without them
knowing it.”’122 Today, businesses continue to sell their products and services to
consumers, convincing people that buying more things will fulfill them. That materialism
does not, in fact, lead to well-being is not of concern for businesses; their profit is
maximized by exploiting the desires and fears of human beings. Citizens are under the
false impression that more materials will bring them happiness.

The result of increased materialism is higher GDP growth and a host of
consequences that detract from societal well-being, including higher debt, consumerism
and less free time. Peasants in the Middle Ages had more free time than Americans today

— approximately 150 days of rest per year, compared with 111 in the United States.123

"9 Bok, The Politics of Happiness, 13.

120 Citation needed?
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Compared to Scandinavians, Americans work 274 more hours — approximately six weeks
— per year, “enabling Americans to buy more of the generally useless things that are the
markers of status and position in a highly stratified society.”124

Additionally, far from increasing happiness, “our fixation on growth leads to
rising levels of stress and insecurity.”12> Stress, insecurity and longer working hours are
all related, signifying the importance that society puts on economic growth. As earlier
graphs indicated, the economy certainly has grown; however, it is generally at the
expense of well-being. “The US Quality of Life index has been going down since the
1970s, and prescriptions for anti-depressants have skyrocketed.”126 A variety of factors
explain the drop or stagnation in well-being; increases in stress is but one.

Another explanation of stagnant well-being is continued environmental
destruction, the unfortunate reality in a system of finite resources and infinite growth.
Global biocapacity — the capacity of the Earth to provide resources — is 4.4 acres per
capita; however, the average global citizen uses 5.4 acres, with developed countries
obviously using much more.?” Current economic production is simply unsustainable,
resulting in a worsened environment and, therefore, a worsened quality of life.

As an extreme example, oil sands development in northern Alberta has resulted in
increased cancer rates, including very rare types of cancer, especially among the
Aboriginal population.128 A utilitarian could make the argument that these polluting oil

companies are of net benefit to well-being, since the benefits of their oil production

124 Anielski, The Economics Of Happiness, 54.
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outweigh the harm done to a relatively small number of people. However, this is a shaky
ethical argument to make since the companies in question could stop much of their
environmental damage while still remaining profitable.12° Thus, from a utilitarian
perspective, one could contend that overall well-being would be raised if environmental
damage was significantly reduced by simply mandating a small decrease in corporate
profit. It might not maximize GDP, but moving beyond simply profit and growth is
necessary in order to raise people’s well-being.

In summary, the wrong metrics lead to a prioritization of the wrong goals.
Focusing on economic growth leads to a variety of adverse consequences, such as
increased debt, decreased savings, consumerism, less free time, heightened insecurity and
a deteriorated environment. Understanding these consequences is a critical part of

moving society beyond GDP.

Conclusion

This chapter has explored the relationship between GDP and well-being. Simply
put, GDP growth in developed countries has not corresponded with increased well-being.
The reasons that well-being in developed countries has stagnated or declined over the
past fifty years are varied. Part of the explanation lies in growing inequality, wages
stagnating for most individuals, growing debt, depleted savings, increased stress and
insecurity, longer working hours, less time for family, friends and leisure, higher

pollution and less green space.

12 McQuaig and Brooks, The Trouble With Billionaires: Why Too Much Money at the Top Is Bad for
Everyone, 166.
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There have, of course, been positive contributions to well-being in the last few
decades. People are living longer and healthier lives, crime continues to decrease and
more rights have been extended to previously marginalized groups. These positive
developments have not contributed enough to well-being to nullify the negative factors.
Nevertheless, it is important to understand and measure all of these factors in well-being,
both positive and negative. The sheer complexity of factors, how they mix and how they
each affect well-being justifies a move to alternative measurements. GDP is clearly
falling short, since it not only fails to measure these various factors, but it also tends to
encourage that which detracts from well-being, such as consumerist lifestyles.

The evidence presented in this chapter suggests that GDP growth has not
translated to improved well-being. Then what is the point of continuing to tout its
importance? Why measure success in a way that is not related to an improvement in
people’s lives? “What we measure reflects what we value and what matters most.”130 If
what we value is people, we need a metric that reflects what is important to people.
Having the right metrics will shift the priority of the economy to what actually

contributes to well-being.

130 Cobb, Halstead, and Rowe, ‘If the GDP Is Up, Why Is America Down?’, 67.
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Alternative Measurements

If increasing well-being is the goal of society and if GDP does not accurately

reflect changes in well-being, alternative measurements are necessary. The chart below

briefly outlines ten such alternative measurements, and then four are analyzed more in-

depth — the Human Development Index (HDI), Genuine Progress Indicator (GPI),

Canadian Index of Well-Being (CIW) and Gross National Happiness (GNH). The reasons

for choosing to analyze these four measurements are their prominence in the literature

and their relevance for Canadian policymakers.

Measurement Indicators Focus Main Advantages Main Disadvantages
Human 3 -health -simple -no ecological
Development -education -transferable across considerations
Index (HDI) -income nations -influenced heavily by

GDP

Genuine It varies, but -economic -easy to tell if progress is | -difficult to measure
Progress generally there -social being made: a GPI over 0 | -not a consistent set of
Indicator are dozens -environmental means the “good” measures for every
(GP)) outweighs the “bad” country

-accounts for many of

the factors that influence

well-being

-easy to observe the

strengths and weaknesses

of each country
Gross National | 72 -good governance -ultimate goal is to -the factors are subject
Happiness and democratization improve well-being, not | to political
(GNH) -stable and equitable | simply income manipulation
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socioeconomic
development
-environmental
protection
-preservation of
culture

-difficult to compare
one country with
another

Canadian 64 -health -large variety of -specific to Canada
Index of Well- -living standards indicators -relatively unknown
Being (CIW) -community -measures many of the -the only comparison is
-education different factors that previous years
-environment affect well-being
-time use
-democratic
engagement
-leisure and culture
Happy Planet | Happy life years -environmental -simple -only two variables
Index (HPI) and ecological impact -transferrable across impact the final score
footprint, -well-being countries -rights and freedom are
measuring the -values people’s well- only valued insofar as
efficiency that being they affect life
countries convert -considers the ‘ends’ of satisfaction
resources into economic activity
well-being
Fordham 16 -socio-economic -measures social health -no consideration of the
Index of Social indicators more accurately than environment, culture or
Health (FISH) GDP government
-focuses only on
negative aspects of
society
Environmental | 25 -environment -easy to compare -sole focus is the
Performance between countries environment
Index (EPI) -assumes that endless
growth is not possible
Regional 45 -environment -encourages democratic -does not indicate
Quality of -economy and labour | participation quality of life
Development -rights and -based on open source -does not measure a
Index citizenship data, so it is fairly easy to | region’s performance
(QUARYS) -equal opportunities calculate in absolute terms, but
-education and only in relation to other
culture measured regions
-health -methodology is not
-participation weighted, so the results
seem arbitrary
OECD Better 20 -well-being -simply aims to measure | -only evaluates OECD
Life Index well-being countries
-accounts for the -measures the well-
diversity of each being of individuals,
person’s well-being but not society as a
whole
Genuine 6 -true capital and -encourages sustainable -does not account for

Savings (GS)

savings rate of an
economy

development

-quantifies the growth-
environment trade-off
-much more accurate
measure of the economy

other social indicators
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Human Development Index

Recognizing that much is excluded from the calculation of GDP, Amartya Sen
developed the capabilities approach, which eventually led to the HDI in 1990. HDI is a
composite index of well-being that goes beyond GDP. It takes into account life
expectancy, education (measured by years of schooling) and standard of living (measured
by GNI, Gross National Income, per capita). The result is a single number that better
indicates a country’s level of well-being than GDP per capita. In 2011, Norway was
ranked highest, with a ranking of 0.943, followed by Australia and the Netherlands.

The main benefit of such an index is that it is an improvement on simple
economic numbers. It is not as accurate a measure of well-being than other indices that
take into account dozens of different factors, but it is nevertheless a move in the right
direction. Its single number also makes it very easy to make global comparisons. Sen was
initially worried about the simplicity of a single index, in that it is not able to fully
capture the complexity of human well-being. However, the single number is also a
strength. In fact, one of the creators of HDI — Mahbub ul Haq — convinced Sen that, “only
a single number could shift the attention of policymakers from material output to human
well-being as a real measure of progress.”131

HDI is perhaps the best-known alternative to GDP, but it is far from a perfect
measurement. Its simplicity, which has resulted in much of its popularity, is a detriment
to its ultimate accuracy as a measure of well-being. Sen was surely justified in
questioning whether well-being can be depicted by measuring only three areas. There is

much more that contributes to well-being. There is also much more that detracts from

13 Sakiko Fukuda-Parr, ‘The Human Development Paradigm: Operationalizing Sen’s Ideas on
Capabilities’, Feminist Economics 9, no. 2-3 (2003): 305.
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well-being, which is not at all included in HDI. Life expectancy, years of schooling and
income do not explain how people spend their time, family breakdown, the presence of
community or the level of democracy.

There is also a distinct lack of any environmental considerations in HDI. The only
way environmental degradation would affect the index is if it was so bad that it brought
down life expectancy. However, that is certainly not the only way in which the
environment affects a person’s well-being. The loss of green space, old growth forests or
wildlife may not impact anyone’s life expectancy, but it is not inconsequential to human

well-being.

Genuine Progress Indicator

In addition to HDI, there are a number of alternative measurements to GDP that
have already been developed. This paper has already referred to one such measurement —
GPI. GPI is a composite index that takes into account a variety of factors that affect well-
being. The index subtracts that which detracts from well-being — pollution and crime, for
instance — from that which contributes to well-being — leisure time and community, for
instance. The final value is a number between -1 and 1. If GPI is zero, the costs of the
negatives equal the costs of the positives. Well-being, therefore, remains unchanged.
Unlike GDP, not all economic activity is added to GPI. Some factors subtract from it,
which is much more reflective of people’s well-being.

The great benefit of a composite index with many contributing indicators is that it
is simpler to investigate why well-being is up, down or unchanged. If self-reported life

satisfaction increased over five years, it remains unclear why it went up. GDP may also
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have risen over this period, but it would be unwise to assume that the two are causal.
Analyzing the various indicators of GPI may reveal that well-being went up in spite of a
large spike in crime, that median income remained unchanged or that life expectancy
doubled. Only in analyzing the many different components of well-being can one begin
to understand why it moves in a certain direction. For policymakers, detailed accounts of
well-being, such as GPI, serve an incredibly useful purpose in helping to improve the

lives of citizens.

Canadian Index of Well-Being

The CIW is another composite index, recently created by the Canadian Index of
Well-Being Network, which is chaired by former Saskatchewan premier Roy Romanow.
The CIW uses even more indicators than GPI — 64 in eight different categories. The eight
categories include living standards, community vitality, democratic engagement,
education, healthy populations, environment, time use and leisure and culture. This index
is unique to Canada, so it is difficult to use it in order to compare Canada with other
nations of the world. Nevertheless, CIW is an effective measure of well-being, largely
because of its complexity. Well-being is not straightforward, so neither should its
measurement.

Each of the 64 indicators was given a baseline value of 100 in 1994. Positive
changes would move an indicator higher than 100 and negative changes would move it
lower than 100. Since 1994, some indicators have seen a positive change, such as healthy
populations and living standards, and others have moved in a negative direction, such as

time use or leisure and culture. Compared with the base year of 1994, the final composite
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index shows an 11 percent increase from in 2008, although this rate of improvement is

much slower than the rate of GDP growth.
Gross National Happiness

The tiny Buddhist nation of Bhutan officially adopted GNH in 2005 in place of
GDP. It is the only country of the world to officially subscribe to a policy of happiness.
Measuring GNH is much like measuring GPI; a number of indicators are measured
within certain categories. GNH has 72 overall indicators, which comprise the four main
components of GNH: good governance and democratization; stable and equitable
socioeconomic development; environmental protection; and, preservation of culture.132

It is debatable whether or not the policy has produced results for the Bhutanese.
Officials admit that GNH is still a work in progress.133 According to the Life Satisfaction
Index, Bhutan has only the 64™ highest level of well-being in the world.134 However,
other evaluations of well-being place Bhutan much higher. A 2007 study of subjective
well-being had Bhutan at eighth in the world, behind only Denmark, Switzerland,
Austria, Iceland, Bahamas, Finland and Sweden.13> The goal itself is admirable, and
something Western governments should consider themselves. Why not measure well-
being instead of an arbitrary number that has very little to do with the welfare of citizens?

Bhutan’s GNH can actually be credited with helping to inspire France and the

United Kingdom develop alternative measurements of their own. Although not officially

B2 Bok, The Politics of Happiness, 1-2.

133 Andrew C. Revkin, ‘A New Measure of Well-Being From a Happy Little Kingdom’, The New York
Times, October 4, 2005, sec. Science, http://www.nytimes.com/2005/10/04/science/04happ.html.

13 Saamah Abdallah et al., The Unhappy Planet Index 2.0: Why Good Lives Don’t Have to Cost the Earth.
(London: New Economics Foundation, 2009).

135 Adrian G. White, ‘A Global Projection of Subjective Well-being: A Challenge to Positive Psychology?’,
Psychtalk 56 (2007): 17-20.
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called GNH, the premise is similar — that people’s well-being should be the priority, not
growing GDP.

David Cameron asked the United Kingdom Office for National Statistics to come
up with a measurement of well-being in 2010. Prime Minister Cameron stated that, “we
should be thinking not just about what is good for putting money in people’s pockets but
what is good for putting joy in people’s hearts.”136 He also said that, “it is high time we
admitted that, taken on its own, GDP is an incomplete way of measuring a country’s
progress.”137 In October 2011, the first proposals for measures of national well-being
were published. The proposed factors to be included in the measurement of national well-
being are relationships, health, what we do, where we live, personal finance, education
and skills, governance, the economy and the environment.138

France has also taken steps to quantify well-being, going farther than most
countries. President Sarkozy commissioned a report from Joseph Stiglitz and Amartya
Sen to develop alternative measurements to well-being, which came out in 2009. The
report outlined twelve recommendations: look at income and consumption rather than
production; emphasize the household perspective; consider income and consumption
jointly with wealth; give more prominence to the distribution of income, consumption
and wealth; broaden income measures to non-market activities; develop and implement
measures of social connections, political voice and insecurity; quality-of-life indicators

should assess inequalities in a comprehensive way; surveys should be designed to assess

13 Bok, The Politics of Happiness, 4.

137 Daniel Bentley and Joe Churcher, ‘Cameron Defends Wellbeing Measure’, The Independent, n.d., sec.
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the links between various quality-of-life domains for each person; statistical offices
should provide the information needed to aggregate across quality-of-life dimensions,
allowing for new indexes; statistical offices should implement both objective and
subjective measures of well-being; assess sustainability using a dashboard of indicators;
and, develop indicators to assess environmental sustainability.139

The report is the beginning of a discussion, not a final conclusion. France is
moving away from complete reliance on GDP, but the country is doing it gradually.
There is an ongoing discussion with the public, input from experts and the continued
development of indices and measurements. Sarkozy is committed to moving away from
GDP, saying, “GDP has increasingly become used as a measure of societal well-being,
and changes in the structure of the economy and our society have made it an increasingly
poor one...It is time for our statistics system to put more emphasis on measuring the
well-being of the population than on economic production.”140 Sarkozy’s presidency will
not last forever, so whether or not France remains committed to this goal following his

departure remains to be seen.

Ideal Alternative

The Canadian government has yet to make any official use of alternative indices.
In Budget 2000, Paul Martin did commit funding to develop a set of environmental

indicators, saying, “In the years ahead, these environmental indicators could well have a

19 Joseph E. Stiglitz, Amartya Sen, and Jean-Paul Fitoussi, Report by the Commission on the Measurement
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greater impact on public policy than any other single measure we might introduce.”141
These indicators have not, however, greatly impacted Canadian public policy, nor have
any alternatives to GDP. It is other nations of the world that are slowly taking the lead in
prioritizing alternative measurements.

Ideally, governments would take into account both subjective measures and
objective measures. In other words, it is necessary to measure the factors that affect well-
being, but also well-being itself — people’s overall satisfaction with their lives. The
alternative index would be comprised of objective measures. Then, in addition, subjective
measures, which should correlate with the index, would be analyzed alongside. The
alternative measurement must be complex enough to provide detailed accounts of what is
moving well-being in a certain direction, but it must also be simple enough to be
understood by the average observer. Ideally, the measure would also be transferable
across different countries of the world. Only having past years as a comparable is a
notable shortcoming of an index like the CIW; being able to compare well-being
throughout the world is preferable.

The ideal alternative to GDP must still consider economic factors, as economics
still has some — just not all — bearing on well-being. Economic factors must not just
include income, but disposable income, savings and debt. However, the measurement
must also consider the various other influences on well-being, including social indicators
such as inequality, unemployment, leisure time and crime, and environmental indicators,
such as ecological footprint, water quality, energy sustainability and pollution levels. All

of these indicators are quantifiable and should be weighted according to their influence

"1 Anielski, The Economics Of Happiness, 10.
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on well-being. Creating such an index is more than possible, as similar ones area already
in existence.

The problem is not that there is no superior alternative to GDP; many alternative
measurements exist already. Although there has been some progress in recent years, the
problem is a general lack of political will. There is little motivation for politicians to
implement such grandiose changes that are long-term in nature. Politics operates on a
four- or five-year cycle; however, changing how a country measures its economy is a
strategy that will benefit a country on a much longer timeframe. Since superior
measurements to GDP exist already, this paper has sought primarily to argue why a move
away from GDP is necessary. Thus, it has not been necessary to propose a new

alternative measure, but to explain some of the advantages of the ones that exist already.

Responding to Criticisms

A common argument in favour of GDP is that it is less subjective than these
alternative indices. Measuring well-being, it is argued, is too subjective, relying on what
others claim is ‘good’.

First of all, the indices do not measure arbitrary factors picked by a government
official. These indices are designed to measure what everyone values. In other words, the
so-called subjective measures are based on objective findings — what people have been
found to value. This is why it is so important to measure both subjective and objective
factors; the two should correlate. If the subjective indicators suggest that well-being is
increasing but life satisfaction surveys suggest that it is not, then the indicators need to be

re-evaluated. They have to reflect what actually impacts well-being.
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Measuring both subjective and objective factors also helps ensure a level of
fairness. It is not enough to only measure people’s well-being; one has to measure the
factors that enable the good life. A homeless person may be just as content as a business
owner, but that does not make his or her situation just.

Still, it might be argued that surveys of self-reported well-being are too
subjective; one person’s four might be another person’s five. On the surface, this might
seem to undermine the findings of self-reported well-being. However, as Daniel Gilbert
explained, this is not a problem for researchers. If measuring a large enough group of
people, the inaccuracies cancel themselves out. It is like measuring the temperature of
people with faulty thermometers. If you measured 100 people’s temperature, exposed
half of them to a flu virus, then measured their temperatures a week later, the
thermometers would undoubtedly show a rise in temperatures for the group that was
exposed.1#2 Some thermometers would overestimate and some would underestimate, but
the inaccuracies would cancel themselves out. Gilbert notes that these inaccuracies make
it impossible to accurately measure one person’s exact level of happiness at a certain
moment; however, it is “perfectly appropriate for the kinds of measurements most
psychological scientists make.”143 Surveying people’s life satisfaction is accurate in large
numbers and is now quite useful for policymakers.

If there were a systemic bias, surely self-reported well-being would be unrelated
to scientific measures. However, that is simply not the case. Self-reported levels of

satisfaction are directly correlated to levels of serotonin in the brain.144

2 Morse, ‘The Science Behind The Smile. (cover Story)’, 86.
143 11,
Ibid.
144 Simon N. Young, ‘How to Increase Serotonin in the Human Brain Without Drugs’, Journal of
Psychiatry & Neuroscience 32, no. 6 (2007): 394-9.
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Subjective experiences are used all the time for decision-making. It is exactly
what an eye doctor does when fitting someone for glasses.14> The doctor puts a lens in
front of the patient, asks for a report on that person’s experience, puts up another lens,
then another lens and so on. The doctor uses the subjective reports that the patient gives
in order to design a lens that will enable perfect vision. The same is true when collecting
data on self-reported well-being.

Not only is subjectivity not a problem, it is what makes these alternative
measurements superior than GDP. Of course well-being is subjective. Everyone has
different values and a different combination of factors that make their life better or worse.
Alternative measurements take a great number of these factors into account, while GDP
accounts for only one — economic production. To assume that a rise in economic
production will benefit a diverse group of people is a grave error. Finding out what it is
people actually value is the first step in properly measuring real progress.

It should also be mentioned that GDP is not itself objective. In fact, no objective
indicator exists because the methodology of constructing any indicator involves decisions
by researchers that ultimately affect the measured outcome.

The second main criticism of alternative measurements is that they are difficult to
measure. With respect to objective measurements — people’s self-reported level of well-
being — the process is actually quite simple. Daniel Gilbert remarks that there are a
number of different ways to approach this problem — magnetic resonance imaging to
measure cerebral blood flow, electromyography to measure the activity of smile muscles

or asking people how happy they are.1#¢ Two of those approaches are incredibly costly

145 Morse, ‘The Science Behind The Smile. (cover Story)’, 85.
"% bid., 85-86.
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and complicated, but all three are highly correlated. So, if surveying people’s life
satisfaction is just as effective as the highly complex methods, it is clear that the process
is relatively straightforward.

Calculating the various factors that contribute to well-being, on the other hand, is
in fact a difficult process. Alberta’s GPI has 51 different indicators, each of which is a
complicated calculation in and of itself. GDP per capita is but one of the indicators, so
clearly it is more difficult to calculate 50 additional gauges. The same is true of any
alternative measurement.

The problem with GDP — not its strength — is its simplicity. Our values, well-
being and progress cannot be encapsulated in a number, and especially not a number that
measures only economic activity. Something as complex as well-being has to, by its
nature, be difficult to calculate. Even these alternative measurements are not going to
perfectly capture well-being, but they are most certainly an improvement.

It will take more resources and time to develop and use alternative measures to
GDP due to their inherent complexity. However, that is not a sufficient argument in
favour of GDP. “Complexity is hardly a reason for refusing to accept policy objectives

that are otherwise worth having.”147

Conclusion

This chapter has sought to explain alternative approaches to analyzing well-being.
The ideal measurement would be one that analyzes a wide variety of factors, since a wide

variety of factors affects well-being. Not only is it necessary to measure the factors that

7 Bok, The Politics of Happiness, 57.
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affect well-being, but it is also necessary to measure well-being itself. Both should move
in the same direction. Ideally, the alternative measurement would also be compatible
throughout the world in order to make straightforward comparisons of different countries
and regions; however, domestic indicators may have more appeal for domestic policy.
Calculating something as complex as human well-being is not easy, nor should it be.
Superior approaches exist already; it is just a matter of giving them higher priority than

economic growth.
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Conclusion

GDP is the most commonly used indicator in assessing the progress of a country.
It is generally assumed that the higher the GDP, the better off the citizens of that country
are. However, for developed nations, this is not the case. This paper has shown that
higher GDP has not resulted in increased well-being — overall satisfaction with life — for
citizens in developed countries. GDP has grown dramatically in these nations, but well-
being has not. For the past few decades, well-being has remained relatively constant in
developed countries. Despite more money and more possessions, people are no happier
with their lives. This is partly due to GDP, and our economic system as a whole, valuing
the wrong aspects.

Increasing wealth and buying material goods does not increase well-being, while
relationships, good health and democratic governance does. GDP does not measure what
truly contributes to well-being, and it also counts as ‘good’ the aspects that make
people’s lives worse — environmental degradation, long working hours and debt, among

others. GDP is simply a poor measure of well-being, so other alternatives are necessary.
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Using a new indicator — one that accurately reflects well-being — changes what the
economy values. It is the first important step in working to improve the lives of citizens.
Many alternative indicators exist already, each with their own particular advantages and
disadvantages. This paper has sought to explain why a country should move beyond GDP
and instead gauge progress with an alternative measurement comprised of a variety of
indicators. Not only will this more accurately reflect societal well-being, it changes the
conversation. It eventually moves society away from the wrong goals and toward the
ones that contribute to increased life satisfaction.

It may not be easy to convince policymakers to move beyond GDP, as it has been
the most common measure of progress for the last few decades. Nevertheless, there are
signs that governments, such as in France and the United Kingdom, are slowly beginning
to question the dogma of economic growth. If we truly value the well-being of

individuals, it is time to move beyond the simplistic and misleading measure of GDP.
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