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Preface and acknowledgment

In the seven years of GPI Atlantic’s existence, this is the first time we have attempted to describe our development and to assess our achievements and limitations in any systematic way. We have been so engrossed in producing the indicators and results, and in taking the “next steps” at every stage of the way, that we have never had the time to step back and take a panoramic view of the process. We are therefore grateful to the New Zealand Government, and particularly to the Ministry of Social Development, for asking us to do just this. This honest description and assessment will be at least as useful for GPI Atlantic as for New Zealand.

We have always described the development of the Nova Scotia Genuine Progress Index as a “pilot project”. By definition, the best contribution that a pilot project can offer is to make every mistake in the book so that other jurisdictions do not have to repeat the errors. In that spirit, we shall be as blunt and unapologetic as possible in describing the challenges and difficulties we have faced and, based on our experience, in suggesting how New Zealand might do things better. We’ll have been successful in our work if this assessment enables New Zealand to improve vastly on our modest achievements here. Recognising the remarkable and ground-breaking steps that New Zealand has already taken in measuring social wellbeing – far in advance of most other countries – we also approach this task with considerable humility, recognising that we have at least as much to learn from the New Zealand experience as vice versa.

By the same token, if this report is to be practically useful to the New Zealand Government, we will have to stick our necks out and offer both a critique and recommendations that are relevant to New Zealand’s current indicator efforts. GPI Atlantic researchers have reviewed several New Zealand indicator documents, including the Ministry of Social Development’s Social Reports (2001 and 2003), Statistics New Zealand’s Monitoring Progress Towards a Sustainable New Zealand, the Municipal Councils’ Quality of Life in New Zealand’s Six Largest Cities, the Ministry for the Environment’s Headline Indicators for Tracking Progress to Sustainability in New Zealand, and numerous other documents.
 However, GPI Atlantic researchers were constrained by distance, lack of first-hand knowledge and insufficient time for in-depth analysis of all these documents. In this report, therefore, we shall restrict commentary on New Zealand’s current indicator efforts to larger framework and developmental issues, and we apologise in advance for any errors, misinterpretations or lack of knowledge of New Zealand circumstances on GPI Atlantic’s part that arise from the constraints noted here. 

The following pages provide first a brief history of the development of the Nova Scotia Genuine Progress Index and its fundamental purpose and goals. We then describe the basic conceptual framework that we adopted, the reasons for it and its limitations. In particular, we describe in some detail the basic principles on which the Nova Scotia GPI rests. The appropriate level of analysis is also discussed, with reference to both our provincial and our community GPI work. Methodological and data challenges are described, along with ways we attempted to overcome these challenges. In the course of the discussion, we attempt to assess our achievements to date and impacts on policy development, as well as associated obstacles and difficulties. 

Part One therefore describes the background, history and need for this work, and Part Two focuses on the GPI itself as a measurement tool. Wherever issues are relevant in more than one section, arguments and recommendations have been repeated, and we therefore apologise in advance for the repetitions that occur in the text.

Finally, in Part Three, we look to the future and describe next steps, further research needs and how our methods may potentially be used and applied in New Zealand. In particular, we are bold enough to suggest possible next steps both for New Zealand and for GPI Atlantic based on a proposed framework for measuring social wellbeing. Because we understand the primary purpose of this report to be to contribute to further development of social wellbeing measurement in New Zealand, building on the work already accomplished in The Social Report, we have devoted the most systematic effort to that final section.

Because the GPI Atlantic initiative is only one of many wellbeing measurement projects under way, we have attached a brief review of some other relevant initiatives, both in Canada and beyond, that New Zealand may wish to investigate as it moves forward. Thanks to Karen Hayward for preparing this scan.
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Ronald Colman, PhD

Executive Director, GPI Atlantic
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I
History and Background

1. A brief history of GPI Atlantic

This introductory chapter provides a brief chronology of the development of the Genuine Progress Index (GPI) in Nova Scotia from 1996 to the present, focusing on some of the key developmental stages and highlighting some major issues that may be useful to New Zealand in its own wellbeing indicator work. In particular, we shall try to assess the impact of the work to date on policy and public consciousness, and its extension beyond Nova Scotia to other jurisdictions. This chapter will also attempt to summarise some key achievements and obstacles encountered in the developmental work, as well as a frank assessment of where we made errors in judgement and where (in retrospect) we might choose to do things differently. 

Part Two will then focus more on the GPI itself as a measurement tool – its strengths and limitations, basic principles and methodological issues, and potential applicability to New Zealand. There will be some repetition in these two parts, as Part Two deals in a more analytical and detailed way with some of the issues described briefly in the following chronology.

1.1 Initial inspiration

In the mid-1990s, I was a political science professor at Saint Mary’s University in Halifax and had been reading extensively about new social, economic and environmental indicator work worldwide. I had found it to be an extraordinarily useful teaching tool, primarily because of its capacity to link social, economic and environmental realities in a comprehensible and integrated way. In fact, I had students working on class projects on indicator design and found it a remarkably useful way of actively engaging students, of critiquing the assumptions underlying the conventional economic paradigm and of opening students’ minds to alternative futures and policy options. 

One note is in order here. Wherever we use the word “we” or “our” in the following paragraphs, this refers to the group of researchers that gradually coalesced around the notion of a Nova Scotia GPI. Initially, this consisted primarily of me and some of my key students at Saint Mary’s University in Halifax. These students participated actively in the initial literature review. Later, the group came to embrace several academics at both Saint Mary’s University and Dalhousie University in Halifax, and then expanded to include a core research staff, Board of Directors, and representatives of community groups, government agencies and other universities. 

The original inspiration for our interest in indicator work, and eventually for our Nova Scotia work in the field, came from Hazel Henderson’s ground-breaking critique of existing measures of progress based on the Gross Domestic Product (GDP) and her development of a Country Futures Index  as a more holistic measurement tool.
 Further early inspiration came from Daly and Cobb’s remarkable book For the Common Good, which further exposed the flaws of existing economic growth indicators and presented a new Index of Sustainable Economic Welfare that in turn became the basis for the first Genuine Progress Indicator in the United States (US).
 

Beyond their discussion of indicators, Henderson, Daly and Cobb all provided a profound critique of conventional economic theories and policies, and pointed towards a new kind of economics for the future, an economics that took into account the value of the environment, the community and the wellbeing of future generations. 

They also pointed clearly to the power of indicators to establish policy priorities and to shape policy, and noted that the wrong indicators of progress can send entirely misleading signals to policy makers and the general public alike. The most eloquent popular expression of this reality came in October 1995, with the publication of a ground-breaking article in The Atlantic Monthly, titled “If the GDP is Up, Why is America Down?”.
 That article also introduced the general public for the first time to the new Genuine Progress Indicator developed by Redefining Progress in California.

A third major inspiration and influence for our initial exploration came from New Zealand’s Marilyn Waring, whose analysis of the System of National Accounts revealed the profound implications for women of excluding the value of unpaid work from our economic accounting systems. Her influential 1993 book Counting for Nothing: What Men Value and What Women are Worth, and the subsequent 1995 Canadian National Film Board video Who’s Counting: Marilyn Waring on Sex, Lies and Global Economics, showed that existing GDP-based measures not only excluded key environmental values, but also ignored the world’s largest productive economic sector simply because no money was exchanged.

Other early explorations and sources of inspiration included:

· the natural resource accounting work of the World Resources Institute

· the quality-of-life indicators work of Sustainable Seattle, Oregon Benchmarks, Jacksonville Community Council, and other initiatives

· full-cost accounting studies for the transportation sector in particular, which revealed the practical policy relevance and utility of counting hidden social and environmental costs.
 

Perhaps most importantly, this early reading revealed that the recognition of the need for better, more accurate and more comprehensive measures of progress that included environmental and social realities had already penetrated some key mainstream organisations. The United Nations System of National Accounts in 1993 recommended the extension of the national balance sheets and the construction of satellite accounts to account for the value of natural resources and unpaid work.
 The World Bank co-sponsored a major international seminar on environmental accounting for sustainable development.
 The Asian Development Bank produced a remarkable handbook on the economic valuation of environmental impacts.
 An entirely new academic field was emerging in ecological economics.
 And Statistics Canada itself was already hard at work developing a new Canadian System of Environmental and Resource Accounts, and a Total Work Accounts System that included both paid and unpaid work.

In summary, there seemed to be:

· widespread acknowledgement of the limitations and flaws of existing GDP-based measures of progress
· little resistance to the proposed new measurement systems
· a plethora of outstanding activity worldwide in developing the new measures.

1.2
Initial findings and starting point

In the course of these and other early readings in the mid-1990s, three important realities stood out quite clearly.
1. The new measures of progress had the potential to be powerful, yet subtle, instruments of change at the infrastructure level – shifting the economic paradigm and related policies.

2. Tremendous advances had clearly been made in the previous 20 years in developing both the data sources and the methodologies needed for the new, expanded measures of progress. Yet these new measures were not being applied or used by governments anywhere in the world in any systematic or coherent way. Rather, the conventional economic paradigm and GDP-based measures of progress seemed to be as dominant and entrenched as ever at the policy level. In other words, we identified a yawning gap between the outstanding developmental work that had taken place over a 20-year period and the uptake and use of that work by governments.

3. The next step in advancing the new indicator work seemed to require a working and practical demonstration project, in which the new measures were available to Government in a form that could provide practical policy guidance. We surmised that Atlantic Canada could, for several reasons, become an ideal testing ground for the application and use of the new measures. Many of the reasons we identified at that time apply to New Zealand today. 

These three insights, based on our 1995–1996 reading and initial explorations, provided the basis for our subsequent work and constituted the practical starting point in 1997 for our actual efforts to construct a policy-relevant GPI for Nova Scotia. We recognised that the best contribution we could make to the burgeoning field of indicator development was to integrate and synthesise the best work already available, and to apply it in a systematic, practical and policy-relevant way to one particular jurisdiction.
Rather than re-invent the wheel or go our own direction when so much good work had already been done, we saw the challenge and next step as being in the application. We needed to compile and present the available social, economic and environmental information for one jurisdiction in a way that was as coherent and detailed as possible, so that policy makers would have no excuse to ignore it and so that the public could begin to use the new measures to hold Government accountable. We wanted to make the indicators work, so that new paths in economic and social development would result. 

We knew that this would be a multi-year project – although we did not anticipate how many years it would really take to accomplish this task properly and effectively. We’ve been at it for seven full years, and we see that we have another three to go before we accomplish our original intention. Because the key conclusions from our 1995–1996 explorations became the basis for our subsequent work, it is worth exploring each of them in a little more detail.

1.2.1
Indicators are potentially powerful instruments of change

Indicators appeared to be a remarkably effective and potent means of determining the shape of policy and of penetrating the policy arena in quite radical ways without the usual confrontational or ideological baggage associated with challenges to conventional policy. Indicators seemed to reflect both the deepest social values and levels of policy development, and the philosophical roots and assumptions underlying policy formation. 

To put it more bluntly, changing the way in which we measure progress appeared to provide a very effective means to “infiltrate” the policy arena in a far-reaching, holistic and coherent way that also went far beyond the usual “single issue” focus of environmentalists, social justice reformers and others. The new measures “joined the dots”, so to speak, among a wide range of issues. Shifting or expanding the existing measures had the potential to affect the infrastructure of policy analysis and development in a way that single-issue campaigns could never do.

Beyond their practical policy utility, good indicators have the capacity to mobilise communities and nations behind a common vision of where they want to be in 20 or 30 years, and to assess whether they are making progress in getting there. They are a way of making explicit the deeply held social and human values that can overcome more superficial divisions and unify societies in the pursuit of common goals and objectives. They can help communities and nations to identify their strengths and weaknesses, and to evaluate whether existing policies and strategies are effectively addressing their key areas of concern.

1.2.2
The new measures are not being coherently applied at the policy level

The initial reading made it abundantly clear that tremendous progress had already been made in developing both the data sources and the methodologies for the new and expanded measures of progress. Unlike 20–30 years earlier, when some of the first systematic critiques of GDP-based measures of progress appeared,
 by the mid-1990s, there were excellent environmental data sets over a reasonable time span to allow construction of comparable and consistent time series. Regular air quality monitoring has taken place in Canada since the late 1970s, for example; forest inventories have been conducted; fish stocks are monitored; soil quality is tested; and the impacts of soil erosion on crop productivity have been assessed. There are even guidelines providing standards and objectives against which progress can be measured, such as Drinking Water Quality guidelines and Ambient Air Quality objectives specifying “maximum acceptable concentrations” of particular pollutants. This form of systematic monitoring had barely begun 20–30 years earlier.

The same is true of a wide range of social indicators, where comparable time series are now available in Canada to assess progress over a reasonable time span. The first experimental time-use surveys were conducted in the mid-1960s, and since the mid-1980s, there have been relatively consistent measures of unpaid work and of voluntary work in Canada. (New Zealand’s first time-use survey was conducted in 1998–1999, so time series are not yet possible). Population health surveys have been conducted in Canada on an extensive and consistent basis since 1994/1995, but data on some indicators go back to the mid-1980s and some (like smoking) to the 1960s. Since 1976, labour force surveys in Canada have provided a wealth of information on a wide range of employment characteristics and work hours. Consistent time series on crime statistics in Canada can be constructed going back to 1962. 

Some of these data sets are now also available with greater frequency than in their earlier experimental stages. There was a 10-year gap between Canada’s first survey of volunteer work in 1987 and the second one in 1997; but voluntary work surveys have been conducted once every three years since, and Statistics Canada is now producing its first satellite accounts for the voluntary sector.

In summary, many of the key data limitations that, 20 or 30 years ago, inhibited the construction of more accurate and comprehensive measures of progress have now been overcome. The same is true of methodology. The World Resources Institute in the late 1980s broke new ground in developing some of the earliest natural resource accounts for fisheries and other sectors, introducing the concept of “depreciation” in a systematic way for the first time to the concept of natural capital.
 In 1994, Statistics Canada hosted an international conference on the valuation of unpaid work, and the following year released its first economic valuations of unpaid household work and volunteer work.
 Wherever we looked in the field of environmental and social indicator work and expanded accounting frameworks, we were impressed by the increasingly sophisticated methodologies that were being applied. To take just one example, Statistics Canada had even experimented with expanding its existing Input-Output Tables to account for natural and resource and waste flows.

In all, our initial reading in the mid-1990s produced the rather startling conclusion that there were no longer any substantive data or methodological obstacles to the construction, application and use of coherent measures of progress embracing a wide range of social, environmental, health and economic variables. This is not the same as saying that considerable data and methodological challenges do not remain. Some of those are outlined later in this report. But we did conclude that there was no longer any excuse for governments not to embrace, use and put into practice the new measurement and accounting systems. Already by the mid-1990s, they were capable of providing far more accurate and comprehensive information on social, economic and environmental realities than the existing measures of progress on which they continued to rely.

However, the more we looked, the more we realised that what was missing was the actual use and application of the new measures in practical ways that could guide government policy. First, the excellent work on natural resource accounting, unpaid work, social capital, population health, and other social and environmental variables was generally being developed by separate agencies as separate projects rather than integrated into a coherent set of measures that could function as a structured and integrated alternative to the dominant GDP-based measures of progress. Secondly, where integration had been attempted (mostly by non-governmental groups and individuals like Redefining Progress, Hazel Henderson, Nordhaus and Tobin, and others), there was no evidence of policy penetration or use by governments. At the official level, the old economic growth paradigm and GDP-based measures of progress held sway and dominated the policy arena. Only at the local and municipal level could we find any evidence of actual buy-in by decision makers.

1.2.3 
Atlantic Canada as a laboratory for the new measures

Based on both of the above observations, we realised that the best contribution we could make to the field was to take the best work that had been developed globally and apply it practically at the policy level in such a way that policy makers could actually use the measures to guide policy formation. We saw tremendous opportunities right here in Atlantic Canada to become a laboratory for developing the measures for use at the policy level. The three key reasons why are described here because, in at least some aspects, we see similar advantages in New Zealand that make your country an excellent testing ground for the new measures. 

· Firstly, Atlantic Canada is not quite a “mainstream” culture and has, particularly economically, fared more poorly than other parts of the country. 

· Secondly, some of the region’s core values that define its particular quality of life, as in New Zealand, correspond closely to many of the indicators in the new measures of progress. 

· Thirdly, Atlantic Canada is still partly a resource-based economy that has experienced first-hand the collapse of a key resource. 

The four Atlantic provinces – Nova Scotia, New Brunswick, Prince Edward Island, and Newfoundland and Labrador – have a relatively small population: 2.4 million (about 8% of Canada’s population). New Zealand has four million. Like New Zealand, Atlantic Canada is relatively distinct geographically and historically, with a fairly strong sense of Maritime and Atlantic self-consciousness. 

Perhaps most importantly, almost since Confederation, Atlantic Canada has fared more poorly economically than the rest of the country, with relatively lower incomes, slower growth, higher unemployment rates, lower standards of living and, at times, population decline. In other words, the conventional economic paradigm has not worked particularly well for Atlantic Canadians, and allegiance to it is likely to be somewhat weaker than in other parts of North America. According to standard GDP-based measures of progress, the four Atlantic provinces always land at the bottom of the heap among the Canadian provinces. 

Despite this, Atlantic Canadians value and treasure their quality of life in many ways. In a recent book on the history of Atlantic Canada, Conrad and Hiller note that “community life in Atlantic Canada is richer than modern statistical analysis based on narrow notions of economic wellbeing suggest … the Atlantic region [is] rich in material and psychological wellbeing”.
 Historically, Atlantic Canadians have a “commitment to the notion of ‘social good’ in law and social policy”.
 The region has also been a leader in many areas, including “the movement for responsible government, its early commitment to higher education for women, [and] pitched battles between capital and labour in mining and steel-making communities”.
 
While the Atlantic Provinces are not immune to the trends affecting contemporary culture worldwide, Conrad and Hiller point out:

While reform, retrenchment, and restructuring have been the mantra of the new world order, Atlantic Canada has embraced them more out of necessity than conviction. Few can dispute that the dismantling of the interventionist state has taken a heavy toll in a region where private institutions are ill positioned to take up the slack. Toll highways, home-based care, food banks, call centres, and corporate sponsorship of education and research may represent a brave new world to those converted to the religion of the marketplace, but many Atlantic Canadians regret the abandonment of the noble dream that made human welfare rather than corporate profits the measure of a civil society.

What Conrad and Hiller point to is that social bonds, a sense of community and non-material wellbeing are perhaps closer to the surface in Atlantic Canada than in other parts of North America. For better or worse, the region is not quite as “hooked to the materialist bandwagon”, as represented by the economic growth and GDP-based measures of progress, as other parts of the continent. 

We surmised that, because the standard materialist measures of progress based on income and economic growth have not reflected well on this region, its people and leaders may also have less allegiance to those measures and to the paradigm they represent, and greater interest in measures that do reflect the quality of life they value. Conversely, it may be far more difficult for central Canada or the US, with larger populations, higher average incomes and more thriving business sectors, to abandon the growth and income-based measures that have defined their development. Interestingly, the Atlantic region has a pattern of young people leaving to seek their fortunes in central or western Canada, the US or wherever the economic pastures are greener, but then often missing the quality of life and support networks they had left behind and returning to settle in the region.

Not surprisingly, there are several indicators in the new measures of progress that show the Atlantic region in a much better light than do the standard economic statistics. Population health surveys regularly find that social supports are strongest in the Atlantic provinces. Newfoundland and Labrador and Prince Edward Island, in particular, always register the country’s highest levels of mental and psychological wellbeing, and the country’s lowest crime, stress and suicide rates. All four Atlantic provinces have the highest rates of volunteer work in the country. In many places, the environment is still more pristine and less spoiled than in more populated parts of the country, and Atlantic Canadians value the physical beauty of their surroundings, as do New Zealanders. 

By explicitly valuing these social and environmental assets, the new measures may help instil pride among Atlantic Canadians in what the Atlantic region does offer, rather than judging their performance entirely by a narrow set of economic measures in which they always fare worst.
In summary, we imagined that Atlantic Canada:

· might be a particularly fertile ground for practical experimentation with these new measures
· might be less resistant to the new paradigm than more economically “developed” regions
· might even embrace the new measures in a practical way to become world leaders in their application and use. 

From the author’s limited knowledge of New Zealand circumstances and conditions, it seems that New Zealand shares at least some of these characteristics – with a strong sense of social, community and cultural values that transcends the dominant materialist ethic; geographic isolation and unique historical circumstances that lead to a slight removal from mainstream culture and materialism; and an extraordinarily beautiful environment that New Zealanders see as key to their wellbeing. In particular, New Zealand’s geographical isolation and distinctiveness and its relatively small population allow for experimentation and shared vision more readily than in nations and societies where such self-definition is more difficult. Any good scientific experiment in a laboratory attempts to isolate a defined number of experimental subjects from control groups that represent the dominant patterns. In order to apply and test the new measures of progress, there is therefore a distinct advantage to the relative isolation that New Zealand and, to a lesser extent, Atlantic Canada enjoy. 
Finally, we surmised in 1995–1996 that Atlantic Canada was ripe territory for experimentation for another reason that perhaps applies less to New Zealand today. One of the greatest obstacles to natural resource conservation and environmental protection is the widespread assumption that this goal is at odds with jobs and economic prosperity. Atlantic Canada is one of the few regions of the industrialised world that has experienced first-hand the economic consequences of an actual resource collapse. The collapse of the Atlantic ground-fish stocks in 1992 devastated an entire industry and threw 40,000 people out of work. This experience left no illusions in the region that economic prosperity was directly related to the health of natural resources, and that jobs depended on proper resource conservation.

More than that, there was a direct relationship between this actual historical experience and our efforts to construct better measures of progress. Until the very moment of the collapse of the cod stocks and other ground-fish species, the fishing industry had been booming and registering record fish landings. It was easy to demonstrate to Atlantic Canadians that the standard economic growth measures – which counted only what was extracted from our resource base and not what was left behind – sent highly misleading signals to policy makers. After all, the more fish that were caught and the faster they were sent to market and exported, the more the economy would grow, which, in turn, was taken as a sign of economic prosperity.

In the back rooms of the Department of Fisheries and Oceans were scientists who knew the ground-fish stocks were in trouble. But their findings were not translated into conservation policies or integrated into any publicly available measures or accounting system that signified a depreciation in the value of marine capital stocks and therefore provided early warning signals to policy makers.
By contrast, we could demonstrate the vital importance of natural capital accounts that kept track of the health of our natural resources. In fact, we could argue that, if we had kept our accounts properly, and if we had a set of natural resource accounts for our forests, fisheries, soils, water and other forms of natural capital, we would have kept track of declining fish stocks in a public and accountable way and might even have been able to take preventive action early enough to avoid the ground-fish stock collapse.

In summary, we suspected that natural resource accounting, in particular, might be an “easier sell” in Atlantic Canada than in other parts of the industrialised world that either had never experienced the economic consequences of a resource collapse, or that were less economically reliant on resource-based industries. Distance from these realities is more likely to foster the illusion that natural resources can last forever or that human ingenuity and technology can always find some way to compensate, substitute or replace a declining resource. In other words, we hoped that the “lessons” of 1992 would help provide fertile ground for the development of a comprehensive set of natural capital accounts, and would increase the receptivity and likelihood of such measures being adopted into the region’s accounting mechanisms.

All these considerations lay behind our determination to create a full-scale working demonstration model of the new measures of progress in the four provinces of Atlantic Canada. Mixed with these observations was a dose of regional pride, certainly applicable to New Zealand circumstances today. If we could build these new measures in such a way that they could be applied and used in practice by governments, and thereby demonstrate their practical utility to policy makers, we hoped that Atlantic Canada could become an international leader in the field – a working laboratory that others could visit and from which others could learn. 

Our intentions in this regard went far beyond the development and use of the measures themselves. We understood that creating policy based on the signals and messages of these new measures of progress would lead to a radically different form of social and economic development. We sought nothing less than the creation of a new economics that took into account the value of the environment, the community and the wellbeing of future generations, and a new society that gave primacy to deeply held human values that far transcended the dominant materialist ethic. 

In order to make our objectives and assumptions completely transparent here, I should add that we saw this goal as essential to human survival. In our own observations, it appeared plain that the dominant materialist ethic, based on ever increasing production and consumption, was destroying the planet. The new direction appeared choiceless, and we saw our intended indicator work as making a small contribution towards global efforts, in many fields and dimensions, to turn things around and create a better world for both human and other species. This was our starting point in 1997. 

1.3
Basic groundwork – name, funding, consultations and extended literature review

At the beginning of 1997, while still teaching at Saint Mary’s University, I mused aloud at a reception about the above conclusions and intentions to the editor of one of our two daily newspapers in Halifax. This editor said that if we really wanted to undertake this project, he would give us $2,000 to get started on the proviso that his newspaper could report on our work. 

With that first $2,000, we hired a graduate student to begin a systematic literature review designed to identify key components and indicators of a new set of measures of wellbeing, and, in particular, to search for the best available measurement methodologies available worldwide. We began to collect reams of materials, and we were continually impressed by the outstanding work that already existed in the field. At the same time, we began contacting personally many of the individuals and institutions that were engaged in this innovative indicator work, asking their advice and requesting materials. 

Key among these initial contacts was Hans Messinger, at that time Assistant Director of Statistics Canada’s Input-Output Division and, for the last several years, Director of Industry Measures and Analysis. In that capacity, Mr Messinger is responsible for compiling and releasing Canada’s monthly and yearly GDP statistics. Interestingly, he is close enough to the GDP and economic growth statistics to understand very clearly what they can and cannot be used for, to see their limitations and to recognise that they are not suitable proxies for wellbeing and prosperity. Because of his understanding of the need for better measures of social wellbeing, Mr Messinger had also become increasingly interested in the development of the new measures of progress.

Following the publication in October 1995 of the ground-breaking Atlantic Monthly article mentioned earlier, Canada’s Chief Statistician, Ivan Fellegi, requested that Mr Messinger undertake a critique of the US Genuine Progress Indicator and to assess its relevance to Canada. The key results of Mr Messinger’s analysis are described in Chapter 3 in Part Two. Mr Messinger’s critique became our methodological and conceptual starting point. We saw no reason to fall into some of the traps of the original GPI, and we saw an opportunity to carry the work to a new level. Mr Messinger visited Nova Scotia from Ottawa, attended our first researcher gatherings and expressed Statistics Canada’s interest in seeing a provincial-level pilot project that applied and tested out some of the new measures in a more systematic way. A series of key meetings with Mr Messinger in 1997 laid the foundations for our approach. 

One of the most important decisions reached at that time, in close consultation with Mr Messinger, was to construct our measures one component at a time (again, for reasons described in Part Two), using the best available methodologies for each component, and to postpone any attempt at integration until later in the process. Each potential index component would have integrity in its own right, using the best available data sources and measurement methods appropriate to that component, and not influenced by the assumptions of any pre-conceived conceptual framework. In other words, we determined to build a potential index of wellbeing from the bottom up, based firmly on the actual evidence contained in detailed stand-alone accounts.

As a result of these consultations and a further literature review, and for reasons described in greater detail in Part Two of this report, we were attracted to the GPI model for four key reasons.
1. The GPI went beyond other quality-of-life indicator initiatives by adding an economic valuation component to normal indicators of progress.

2. In this way, the GPI had the potential to create an investment-oriented accounting process that included explicit valuations of human, social and natural capital, and thereby could mount a direct challenge to the conventional reliance on current income accounting methods to assess progress and craft policy.

3. The GPI was more comprehensive than many other indicator systems, including a wide range of social, economic and environmental variables that encouraged exploration of linkages among the parts. 

4. The GPI had the potential to measure both current wellbeing and longer-term sustainable development. 

The strengths and limitations of the GPI are described in greater detail in Part Two – including many of those we have discovered in the last several years. In 1997, however, our main concerns in getting started were very practical and had to do with naming our project.
We did not want to come up with yet another new name. There were already a plethora of index names – Nordhaus and Tobin’s Measure of Economic Welfare; Daly and Cobb’s Index of Sustainable Economic Welfare; the Genuine Progress Indicator; Hazel Henderson’s Country Futures Index; and more. We felt that another new name would only confuse issues further and delay the development of a credible, widely accepted alternative to GDP-based measures of progress. Aside from our attraction to the economic valuation component of the GPI, we liked the “genuine progress” designation as being clear, easily understandable and free of jargon.

Parallel to our wish to use the GPI name, we had concerns. We did not want to replicate some of the methodological problems in the original GPI, and planned to measure some things very differently. We also did not intend to strive for a single bottom line, and therefore felt that the singular designation “indicator” did not accurately express our intention, approach or potential final product. We felt that an “index” was a more appropriate designation for a collection of many indicators.

We had already consulted with Redefining Progress in California about our plans and sought their advice and materials. They were extraordinarily helpful and accommodating. We now called them to discuss the use of the GPI name. As described in more detail in Chapter 3 in Part Two, Redefining Progress told us that they had not trademarked the GPI name precisely because they wanted to see it adapted and used widely, and they were very encouraging and open to our proposed changes. By agreement with Redefining Progress, we now include the following statement in the Acknowledgements to our Nova Scotia GPI reports:

Inspiration for the Nova Scotia Genuine Progress Index came from the ground-breaking work of Redefining Progress, which produced the first GPI in the United States in 1995. Though GPI Atlantic’s methods differ in many ways, particularly in not aggregating index components for a single bottom line, we share with the original GPI the attempt to build a more comprehensive and accurate measure of wellbeing than can be provided by market statistics alone.

In our natural resource accounts, we also add the following sentence to the paragraph above:

GPI Atlantic also gratefully acknowledges the pioneers in the field of natural resource accounting and integrated environmental-economic accounting on whose work this study and the GPI natural resource accounts build.

In April 1997, with a small group of enthusiastic students at Saint Mary’s University, we established GPI Atlantic as a non-profit organisation dedicated to constructing better measures of progress for Nova Scotia as a pilot project for Canada. The Halifax Daily News published an excellent two-page spread about our intentions, our critique of existing GDP-based measures of progress, and the need for better, more accurate and more comprehensive measures. The publicity garnered by that article brought more interest and support and the first of many invitations to speak publicly about the project. 

We constructed a proposal to the province’s Department of Economic Development and the federal Atlantic Canada Opportunities Agency under their Economic Diversification Agreement, and we received a $30,000 grant to conduct a more extensive and extended literature review and to propose a framework, indicators and methodologies for the new measures. I left the academic world and devoted myself full-time to this project, employing two graduate students to help with the literature review and investigation of available data sources. As part of this process, we also committed ourselves to extensive consultations with provincial government officials to inform them of our intentions, to explain the rationale for new measures and to solicit their input and feedback.

In essence, we were consumed for most of 1997 and the early part of 1998 with a very major literature review, building on our initial 1995–1996 readings and focusing now on methodologies and the identification of data sources. Based on this work, we prepared a full-fledged 135-page proposal to construct a GPI for Nova Scotia, including a draft framework and proposed methodologies and data sources for the different index components. We identified the values underlying the new measures, the partnerships and research staffing we envisioned, and the policy implications of the work that we foresaw. We explained the economic valuation component of the work that we intended, including the use of full-cost accounting methods. Based on both the literature review and extensive consultations in 1997–1998, we also proposed key indicators.

Key Statistics Canada personnel reviewed different parts of the proposal, and Hans Messinger and Robert Smith (assistant director, Environment Division, Statistics Canada) both came to Halifax in March 1998 for a full-day briefing session with representatives of all Nova Scotia government departments at the World Trade and Convention Centre. That full-day session was very well attended and included senior policy planners from every department, as well as statisticians and experts in the different areas. 

Mr Messinger and Mr Smith both explained Statistics Canada’s own work in developing new measures of progress and expressed their interest in and support of our intended project. We briefed the Nova Scotia government officials in depth on our plans, and provided them with copies of our 135-page proposal. We had a series of break-out groups on different elements of the proposed new measures, according to the interests and expertise of those attending, including detailed discussions on proposed indicators. By the end of the full day, we felt not only that Nova Scotia government officials understood the basic purpose and proposed framework of the new measures, but that some genuine interest, enthusiasm and support had been generated.

Most importantly, we invited these officials to be part of the process of constructing the new measures, rather than us simply presenting them with series of final reports. We indicated that we wished and intended to consult them extensively as we proceeded, soliciting their input at the research stage, requesting their co-operation in providing key data and inviting their review of report drafts in their respective areas of expertise. For example, we would work with officials of the Nova Scotia Health Department on our population health indicators, with the Nova Scotia Justice Department on the cost of crime component, with the Department of Environment on air and water quality issues, with the Department of Natural Resources on the forest accounts, and so on. 

As our intention was to construct a policy-relevant set of measures that would actually be used to inform policy development, this consultation was a key step in the developmental process and the beginning of an unofficial partnership with many Nova Scotia government officials. Needless to say, as a non-profit organisation, we needed to keep our independence and protect the integrity of the results whether or not they provided good news for the government. At the same time, it was vitally important that we operated in a way that was seen as respectful and not intended simply to embarrass the government. We offered to give advance copies of any report to officials of relevant departments, so that, even if results were potentially unfavourable, no one would be caught off guard and there would be time to prepare appropriate responses to any results.

The 135-page framework document also became the basis for a more extensive proposal to the province’s Department of Economic Development and federal Atlantic Canada Opportunities Agency, and $106,000 in funding was provided under the federal–provincial Economic Diversification Agreement. Incidentally, this was the only core funding our project has ever applied for or received, and it has been self-sustaining ever since (see discussion on funding below). With that grant, we hired our first full-time researchers, completed the initial indicator selection process (based both on our literature review and on extensive consultations) and embarked on the actual construction of components of the new measures. 

1.4
Creating the Nova Scotia GPI

Part Two of this report contains detailed descriptions of the conceptual framework, strengths and limitations of GPI Atlantic’s approach to indicator development and wellbeing measurement, so this section will give only a very brief chronological description of the development of the Nova Scotia GPI. Analytical discussion is deferred to Chapters 3, 4 and 5.

In 1997–1998, we identified 20 key components of the proposed Nova Scotia GPI – later expanded to 22 with the separation of our air and water quality components and the addition of a solid waste management component. These 22 components, each of which include several indicator sets and specific indicators, were not intended to include every key element of wellbeing. In fact, we were acutely aware of some important missing pieces – such as a housing component, and an arts and culture component. But, based on our literature search and consultations, we were convinced that the 22 components provided a good mix of social, economic and environmental variables that could serve as indicators of overall wellbeing, if not as a comprehensive description of that wellbeing. We made clear that these 22 components were a first step in the development of the Nova Scotia GPI, and that the index would also be open to the incorporation of additional components and indicators at later stages of development. The list of 22 components is provided in Appendix B of this report.

Each of these 22 components consists of several indicator sets, which in turn include a range of indicators. Part Two provides a more detailed description of the relationship between these different levels of analysis. We began with the reports that relied on the most straightforward methodologies and where data sources were readily available, and, as we learned from our experience, we gradually moved to the more challenging reports. The first report completed and released was the Value of Voluntary Work (released in July 1998, and updated in 1999, 2000 and 2003, as new data sets became available). Interestingly, of all GPI reports produced, it is still the one for which most demand exists, with non-profit groups using its methods regularly to value their own contribution in economic terms and in their own funding proposals. The Economic Value of Unpaid Housework and Childcare was released in November 1998, and the Cost of Crime report was released the following year. Since then, we have continued to produce reports on a regular basis, with 50 reports now produced, relating to 16 GPI components.

We also created a basic structure for all core GPI reports.

1. Part One of most core GPI reports generally consists of background, definitions, description of indicator relevance and importance, and key conceptual issues raised in the literature. These introductory chapters also identify the values underlying the indicators, the benchmarks to be used for measuring progress, the methodologies, the key data sources, and any uncertainties and ambiguities attending the measurement.

2. Part Two consists of the actual physical measures of progress over as long a time span as consistent data are available, along with comparative data to assess Nova Scotia’s progress by comparison with that of other Canadian provinces. For the Cost of Crime report, for example, this consists of crime rates for various categories of crime from 1962 to the present – including detailed break-downs of property crimes and violent crimes, and correlations of those rates with key socio-economic factors. For example, we noted that robberies were highly correlated with the business cycle and with unemployment rates. For the Unpaid Work reports, we reported in Part Two on trends in hours of unpaid work, including the gender division of labour, changes in different types of unpaid work over time, correlations with patterns of paid employment, and so on. In all cases, we compared Nova Scotia data with Canadian national trends.
For the natural resource accounts, we similarly reported on trends in physical monitoring of natural resource health. The forest accounts, for example, reported on changes in harvest levels, forest age and species structure, protected areas and protection of biodiversity, carbon storage capacity, forest industry employment, and a range of other indicators. The air quality accounts reported on ambient air quality as recorded at all provincial monitoring stations and on provincial emissions data – in both cases, for the five key criteria air contaminants (carbon monoxide, particulate matter, sulphur oxides, nitrogen oxides and volatile organic compounds) as well as ambient air quality data for ground-level ozone.

3. The third part of every report consists of the economic valuations and assessments of economic benefits and costs of the trends described in Part Two. Again, to take the examples above, we assessed: the economic costs of crime, accounting, as a conservative estimate, for victim losses due to police-reported crimes; government expenditures on prisons, police and courts; and private defensive expenditures on burglar alarms and security guards. We also produced a more comprehensive assessment that relied on victimisation surveys to account, as well for: the potential cost of unreported crimes; unpaid work losses due to crime; estimates of retail shrinkage due to shoplifting and employee theft; estimated insurance fraud; and the grief and suffering of crime victims (based on court awards).
In the Voluntary Work and Unpaid Household Work reports, we used replacement cost valuations to assess the market value of unpaid work, in dollar terms, as full-time job equivalents, as a percentage of the GDP and in relation to other economic sectors. In the Household Work reports, we also used a range of different valuation methods, including generalist and specialist replacement cost valuations, opportunity cost valuations and output estimates, in order to compare the effects of different measurement methodologies on the results and to provide some sensitivity analysis.
The natural resource accounts also use a wide range of valuation methods, including market values, replacement values and contingent valuation methods. Results are highly influenced by choice of discount rates, which is discussed in more detail in Part Two of this report. In some cases, we have attempted full benefit–cost assessments. In our greenhouse gas accounts, we provided both damage cost estimates and control cost estimates, and then compared the two to assess the potential cost-effectiveness of strategies designed to reduce greenhouse gas emissions. In the forest accounts, we estimated the economic cost of the loss of carbon storage capacity due to the decline in old forests, and indicated the need for a market study to assess the loss of market value resulting from the decline in wide-diameter, clear timber in the province’s forests.
As described in Part Two, the uncertainties inherent in the economic valuation of non-market values have led us to favour providing a range of economic estimates from low-end to high-end estimates. When we publicly release a report, we tend to focus on the low-end, conservative estimates in order to maintain credibility and to provide minimum estimates for non-market values, benefits and costs. We make our assumptions as clear as possible and invite improvements in measurement methods.

4. The fourth and final part of most core GPI reports consists of conclusions, policy implications, recommendations and identification of data gaps. We are concerned to use the evidence to indicate potential ways forward. In the case of the forest accounts, this fourth and final part actually consisted of an entire additional volume, in which we profiled six outstanding examples of sustainable forestry in practice, including economic analyses of their operations, and we discussed their applicability to provincial circumstances. Recommendations do not consist only of substantive policy issues, but also include suggestions for improvements in methodology and data sources, acknowledgement of the limitations of our own reports, and identification of next research steps, and indicators and issues that we would like to see addressed in future updates of our reports. We also provide detailed footnotes and references for all reports. 

While we do not adhere rigidly to this structure, it does provide a fairly consistent reporting format. The reports are generally detailed, ranging from 100 to 500 pages. We are also developing one set of natural resource accounts – on soils and agriculture – in as complete a form as possible, to indicate what an “ideal” set of resource accounts should include. By the time we are done with this – a seven-year project in itself – the GPI soils and agriculture accounts will consist of 10 volumes, including volumes on the economic viability of farming, soil quality, biodiversity, water usage, livestock, input use efficiency (pesticides, fertilisers, energy) and social indicators like employment and rural community resilience. Where possible, we try to assess sustainability from the point of view of environmental, economic, social and institutional sustainability (see the GPI fisheries accounts for this framework). 

Our basic method of operation is to employ a researcher to work full-time on a particular report or component. Depending on funding availability, it may take 1–3 years to complete a report – including extensive literature review for each subject; indicator selection; data identification; consultations with experts; construction of charts, tables and trend lines; data analysis and interpretation; and report writing. When a first draft is completed, we have it reviewed by a bevy of experts, often including Statistics Canada experts, government officials and authorities in the field, independent experts and researchers, and academics in the relevant field. We then prepare a second draft, incorporating these review comments. Some reports have been through several drafts, and one of our leading long-term staff researchers recently remarked that the bulk of her time in preparing a report follows this review process. In many cases, gaps are identified and we go back to the drawing board on particular issues where more work is needed. Sometimes, a second review is requested where major changes have been made. In addition, I do a careful line-by-line review of every core report and consult with the researchers on further work required. It is a time-consuming process and we have so far discovered no short cuts.
After seven years of work, we have completed 16 of the 22 components of the Nova Scotia GPI, and two more are close to completion. Work recently began on the two remaining major components of the Index – education and energy. These are our most challenging components, which is why we left them to the end. Two more minor components will be completed within the next year. By the middle of 2005, we intend to have all 22 components of the Nova Scotia GPI finished. 

At that point, we intend to work on integrating the components, selecting the key annual benchmarks of progress and, possibly, constructing some composite sub-indices within the larger framework. In April this year, we intend to begin constructing a database that will contain and link all the data for all the GPI components developed to date. By the end of 2006, we intend to have the full index ready for application and use and, after that, to begin updating it regularly to assess progress and to keep proper account of our true natural, human, social, economic and cultural assets. See Part Three of this report for more detail on these next steps.

1.5
Community GPI
Since the launch of the Nova Scotia GPI in 1997, the strongest interest in the project has been expressed by local communities, who are urgently looking for ways to assess their wellbeing accurately and to measure their progress genuinely. 

It is at the level of local community that “the rubber really hits the road” in terms of quality of life. Communities know viscerally if they are getting safer or not, if job security is growing or not, if people in need are being cared for or not, if the quality of their air and water is improving or getting worse. They also know that the economic growth measures conventionally used to assess wellbeing do not tell the whole story. And they yearn for community development strategies that address the issues that matter to them. 

In 1998, Nova Scotia Citizens for Community Development Society, a non-profit group, approached GPI Atlantic to assist in developing community-level genuine progress indicators. As a result, a GPI project was launched in rural Kings County, Nova Scotia, as a pilot for other communities. Our biggest challenge was the fact that Statistics Canada survey samples are not large enough to provide data at the community level. While our provincial GPI project relied primarily on existing Statistics Canada data sources, a community indicators project would have to conduct its own survey and collect its own data.

Representatives of more than 40 community organisations in Kings County met for more than a year, under the auspices of Kings Community Economic Development Agency, to determine appropriate indicators and to develop a questionnaire to gather the data needed for the index. That questionnaire includes many questions on employment, voluntary work and caregiving, population health, peace and security, and impacts on the environment, and includes a full time-use survey. 

In February 2000, the National Crime Prevention Centre recognised that the GPI indicators could help communities identify the social and economic causes, costs and impact of crime, and develop annual benchmarks of progress towards creating more peaceful and secure communities. With funding from the National Crime Prevention Centre’s Business Action Program, a second community-level GPI was launched in March 2000 in Glace Bay, a former coal-mining town with very high unemployment, in industrial Cape Breton. 

Funding from the Canadian Population Health Initiative and the Canadian Rural Partnership made it possible to administer 3,600 surveys in these two communities, allowing for a high degree of statistical validity and two cross-tabulations with a 95% confidence level ±3%. The draft questionnaire underwent detailed review by Statistics Canada experts and was then tested in both communities. More than 20 residents of Glace Bay and the same number in Kings County then gathered the necessary data for Canada’s first community-level Genuine Progress Indicators. 

In 2001–2002, the community GPI data were entered into a unique new database designed by Dalhousie University’s Population Health Research Unit and Saint Mary’s University’s Time Use Research Program. Data cleaning was conducted by experienced data processors at the two universities. Data access guidelines were developed to ensure complete confidentiality to survey respondents. Acadia University and University College of Cape Breton researchers based in the two communities are now participating with Dalhousie and Saint Mary’s researchers in analysing the data and reporting results to the two communities. 

Community meetings are held regularly to discuss the results and to turn them into action and policy initiatives to improve community wellbeing. GPI Atlantic recently turned over ownership of the data and the project to two new non-profit organisations located directly in the two communities – the GPI Kings Society and the GPI Glace Bay Society. The two societies include both community leaders and academics and researchers from Acadia University and University College of Cape Breton.

From a research perspective, the data provide key information on community wellbeing and on the determinants of health not previously available at the community level, and the survey results are already spawning some major research projects of value nationwide. The database is unique in that a single survey provides information on employment characteristics, income, health outcomes, time use, crime victimisation, core values, voluntary work and a wide range of other determinants of wellbeing. This allows some important first-time correlations among these variables and has already produced monographs and reports on issues like the relationship between employment characteristics and health outcomes, the health of caregivers, and so on.

As more results become available in the next year, a set of annual benchmarks of progress will be developed by each community, and the community GPI will then be ready for “export” to other interested communities. We feel confident that, at the community level, the GPI can assist communities in mobilising behind a common vision, learning about themselves, improving their wellbeing, planning a better future for their children, and measuring their progress towards that goal. 

One of the most satisfying experiences at the community level is that the process of consultations, indicator selection, survey administration, and general discussion of local indicators of wellbeing has been as important as the final survey results and analysis of the data. That process has mobilised community groups behind a common vision, brought together groups who would normally never meet and talk with each other, and initiated a learning process that has been invaluable.

We have recently been working with the Halifax Inner City to develop a community GPI there. After several months of community consultations, we created a questionnaire that both matched community interests and provided comparability with our earlier community GPI work. That questionnaire has now been reviewed by Statistics Canada and tested in both communities, and it will be administered this year.

As New Zealand’s Local Government Act now mandates regular reporting on social, economic, cultural and environmental wellbeing at the community level, GPI Atlantic’s community GPI experience may be particularly relevant to New Zealand circumstances. While this overview report cannot do justice to this aspect of our work, and since it is geared to the national reporting interests of MSD, this description of the community GPI work is necessarily brief. But we are happy to make available far more extensive materials on this important aspect of our work.

1.6
Funding

Without any doubt, GPI Atlantic’s greatest challenge since its inception has been in finding adequate funding for its work. Non-profit status has the distinct advantage of maintaining independence and keeping the integrity of the work free from government spin or interest group pressure. But it has the decided disadvantage of inadequate resources.

Aside from the initial core funding mentioned above, which got us through the first year of production (1998), and the community GPI work, which has received dedicated funding, GPI Atlantic has been entirely self-supporting since 1999. A considerable demand for our work has grown and, although we do not market our products, we receive a lot of requests for spin-off work. We then use the income from these contracts to support our core provincial-level GPI research and development, almost all of which is unfunded or, in some cases, very partially funded through research grants.

For example, after producing a report for Nova Scotia, we may receive requests from other provinces to replicate the work for their own province. The greatest demand in this commission and contract sphere has been in work related to our population health indicators, particularly those that provide costing of risk factors. We have now replicated our original Nova Scotia Cost of Obesity report for seven other provinces, our Cost of Tobacco report for three other provinces, our Cost of Chronic Disease report for Canada as a whole, and so on. We also receive commissions to undertake full-cost accounting analyses in particular policy areas. Thus, we were asked by the Nova Scotia Health Department to do an assessment of the Economic Impact of Smoke-Free Workplaces, a report that provided the evidence basis for the introduction of smoke-free places legislation in the province. 

We have also received research grants for projects related to our indicator work, which are relevant to particular departments. Health Canada’s Women’s Health Bureau, for example, commissioned a report on women’s health indicators, and other branches of Health Canada have commissioned work on the relationship between income and health, and on the health impacts of economic change. Industry Canada commissioned work on the economic value of its Community Access Program sites, accounting for the value of volunteer contributions in particular. More than half of GPI Atlantic’s 50-odd reports to date are commissioned or contracted work, with the remainder representing direct work on the core GPI components.

However, quite frankly, this commission and contract funding has fallen far short of what we need to develop our core GPI components, and it has generally amounted to moonlighting – doing our paid work to support our unpaid work. As a result, our most severe challenge has been overwork and burnout. A conservative estimate is that 70–75% of GPI Atlantic’s work is conducted on a volunteer basis. While this may be sustained by enthusiasm in the early years, it is difficult to hold on to qualified researchers in the long term when we are unable to pay them properly or consistently. Contracts and commissions support the researchers doing those particular contracted projects and some portion of infrastructure costs, but not much remains to pay researchers working on our core, unfunded GPI components.

The largest sums we have received specifically for our core GPI research are $75,000 from the National Round Table on the Environment and the Economy for the development of our GPI natural resource accounts (forests, fisheries and marine environment, soils and agriculture, water resources, air quality), and more recently a Social Sciences and Humanities Research Council grant for developing the education and energy components (just begun). We also received funding from Transport Canada’s sustainable transportation fund for our transportation report (due for completion in September 2004). However, considering the amount of work that goes into most reports, the reality remains that we have self-funded about three-fourths of our core GPI research. 

Furthermore, the funding we do receive provides no infrastructure support (management, bookkeeping and finances, office rental and supplies, computers, or salaries). So we have kept our operations very slim and, out of necessity, have recently moved to a system where all GPI researchers have to support themselves through contractual work or funded projects. In summary, the funding of the research and development work has been a very great challenge.

We have tried to analyse this difficulty, and our analysis has led us to four structural conclusions.
1. Government is structured in silos, each with its own budget and mandate. It is almost impossible to “sell the GPI” as a holistic concept to Government because no particular government department is set up to support an activity that transcends departmental boundaries. We receive a tremendous amount of verbal support, acknowledgement and encouragement from many government officials, both publicly and privately. But equally often, we hear that the GPI does not fit their particular budget or the requirements of their particular mandates. The fundamental purpose of the GPI is to join or link social, economic and environmental realities. No government department, except perhaps the Prime Minister’s Office or Premier’s Office, is equipped to fund or support that integrative or holistic work. Furthermore, there are some components of the GPI where there is literally nowhere in Government to go for funding – like the income distribution component or the work hours component.

2. Nova Scotia and Atlantic Canada in general are the poorest parts of the country, and there is simply not a lot of local or regionally based funding available. There is also a pervasive central Canadian view that nothing east of Montreal has much national significance. While we have received tremendous in-kind support from Statistics Canada in the form of data access, advice on methodology, review of drafts and so on, the agency functions entirely on a cost-recovery basis and does not fund external work. It is likely that, if we were based in Ontario, we would have greater access to potential federal funding.

3. Most national research funding is channelled through universities. While we have many university partners in our work, it is considerably more difficult to attract research funding to a non-profit research institute.

4. Foundation funding is mostly directed to projects with more tangible, direct outcomes or products. It is much more difficult to attract funding for research at the infrastructure level. Indicator and measurement work is, quite simply, a harder sell than funding for sick children or literacy programmes.

We may have been unskilful in the funding realm. But the author of this report has to admit that we have never solved this problem satisfactorily, and have existed very close to the financial edge since our inception. Interestingly, when government agencies, university partners and other organisations view our output, they often think we must be well funded, judging by the volume and quality of what we produce. We have found they are generally unaware of how tenuous our finances are. We have been extremely fortunate in having a dedicated core of researchers, thoroughly committed to the GPI endeavour, who have been willing to ride the tide of financial insecurity. And we have always been encouraged by the expressions of support and encouragement we regularly receive. But we have not succeeded in translating that support into financial security for GPI Atlantic. 

Sometimes, quite frankly, our lack of resources has also led to production inefficiencies. Our inability to invest in proper infrastructure has inhibited aspects of our production. For example, because we cannot properly support office rental and supplies, our researchers work out of home offices. While this has certain advantages and financial savings, the resultant lack of communication among our researchers, and the inability to easily share resources, has led to inefficiencies and duplication of efforts. We have also frequently deferred work on core, unfunded GPI components while we took on more contract or commission work to bring in additional funds. This has led to quite a lot of stop-start work and breaks in the continuity of our core research, with researchers frequently being pulled from their core GPI research work to undertake contract work until more money can be raised.

In addition, the lack of infrastructure funding has landed us in a bit of a catch-22 situation, where we do not have the resources either to “market” our work or to engage in dedicated fundraising efforts. Funding applications, proposals and major research grant applications are time-consuming affairs for which we have not had the resources. Generally, our contracts and commissions all come as a result of outside parties contacting us and requesting work. In 2002, we hired a managing director for the first time to take some of the management load off the research staff and to supervise a fundraising and marketing strategy. However, supporting the extra salary proved financially unviable, and we recently had to lay off this manager after 16 months.

After all these years, I confess that undertaking this indicator work as a non-profit organisation is not the most financially viable way of operating. We have no regrets, but we would be less than honest if we did not confess that the financial and resource challenge has been our greatest ongoing challenge and a source of great stress. 

1.7
Governance, staff and partnerships

In 1997, GPI Atlantic was registered as a non-profit organisation and, in 2001, was granted charitable status. It is governed by a 14-person voluntary Board of Directors, which includes two professors of economics, Statistics Canada’s Director of Industry Measures, two lawyers, a chartered accountant (our treasurer), the vice-president of one of the country’s largest environmental consulting firms, and key leaders of community and non-governmental organisations. To speak personally, we have been blessed with an outstanding Board of Directors, which has shown remarkable wisdom, insight and good heart, and has had great stability and continuity of membership over the years. Board members are deeply committed to the GPI mandate and endeavour. 

We have Board meetings every two months and an annual general meeting. GPI Atlantic also has about 100 paid members, who make financial contributions annually. We have an external bookkeeping and accounting firm that keeps track of our finances, does the payroll, makes tax payments to Revenue Canada, and produces monthly and annual financial statements. In the last 16 months, we have had weekly management meetings consisting of the executive director, managing director and a volunteer representative of our Board of Directors.

At any given moment, we generally have about 10 researchers working full-time – about four on core GPI projects, four on various contracts and commissions, and two on community GPI work. This does not count spin-off employment in projects like the new community GPI work in the Halifax Inner City, where GPI Atlantic has passed on management responsibilities to local authorities and is acting in the role of technical advisor and consultant. 

GPI Atlantic’s staff complement reached its peak at about 46 in 2001–2002, at the time we engaged in the very labour-intensive survey administration and data entry for the community GPI projects in Kings County and Glace Bay. During that two-year period, we also had Community GPI directors in Glace Bay and Kings County, and offices in both places. We are very pleased that the Community GPI survey administration and data entry were done entirely by local people who we trained and who had no prior experience in the field. 

GPI Atlantic also does a lot of its work through partnerships, both with universities and with government and non-government community organisations. For example, we are presently engaged in a major research project on the health impact of economic change, funded by Health Canada. Although GPI Atlantic is the recipient of the research grant, we are doing the project in partnership with academics from five universities and with the Newfoundland Statistics Agency. GPI Atlantic also presently has a research grant from the Social Sciences and Humanities Research Council (SSHRC) to complete the education and energy components of the Nova Scotia GPI. In that project, we have delegated the research supervisory work to two academics with considerable experience in those fields – one at Saint Mary’s University and the other at Dalhousie University. We are also working in partnership with the Gorsebrook Research Institute at Saint Mary’s University on the SSHRC project. 

We presently have a contract with the New Brunswick Advisory Council on the Status of Women to investigate the economic consequences of eliminating the gender wage gap in that province, and we have engaged an economics professor for that task. We also have active ongoing research partnerships with several academics on the Community GPI data analysis and on various aspects of our core GPI research. While GPI Atlantic as an organisation is ultimately responsible for all these and other projects and plays a close hands-on role in the design, research, supervision and management of all these projects, we do rely on these academic partnerships to produce the quality of research we need and that is expected of us. These academics, in turn, work with their own graduate students on many of these projects, thereby bringing resources to bear that we do not have ourselves. 

In addition, we have active research partnerships with a wide range of organisations. For example, we have conducted research and written several reports on women’s health indicators and related issues for the Atlantic Centre of Excellence for Women’s Health. We work actively on an ongoing basis on health determinants with Dalhousie University’s Population Health Research Unit. We have partnered in contracts on the economic valuation of environmental impacts with Jacques-Whitford Environmental Consultants, and so on. Most recently, we are working with the Atkinson Charitable Foundation in Toronto and Statistics Canada to lay the foundation for a Canadian Index of Wellbeing. In our experience, these and other partnerships constitute a vital co-operative element in producing high-quality research and ensuring an excellent review and feedback process.

1.8
Communication and impacts on policy and public consciousness

In Part Three, we shall discuss in more detail the communication aspect of reporting on wellbeing. Here we shall summarise very briefly our own experience in communicating the GPI work, its impact on policy and the importance of effective communication for the wellbeing indicator work. We have paid considerable attention to this communications function, as our goal is that the GPI results not sit on shelves gathering dust, but actually penetrate the policy arena and public consciousness.

As noted, GPI Atlantic reports tend to be very large (usually 100–500 pages) and heavily footnoted, with lengthy explanations of methodology to ensure complete transparency in the measurement methods. We have found this reporting format to be essential to ensure that the work speaks to experts in the field, to ensure credibility and to provide the level of detail required at the policy level.

However, we are completely aware that policy makers and the general public will not read very large, academic reports. Therefore, we accompany each new report release with:

· a short and clear executive summary in plain language
· a press package, including a press release of 2–3 pages, a short technical backgrounder, a one-page explanation of the GPI, and one or more key summary or highlight charts and tables.

In addition, we publish two summary newsletters:

· GPI News, which goes out to members, contains key report results, and acts as a summary internal archive of all our activities
· Reality Check: The Canadian Review of Wellbeing, which is a glossy four-page tabloid in four colours, with pictures, summarising key indicator results in article format, and is mailed to 5,000 policy and opinion leaders nationwide.
Finally, we use our GPI Atlantic website (www.gpiatlantic.org) as a key communications tool.

1.8.1
Press coverage

We have been delighted at the excellent press coverage our reports and results have garnered. Just last week, for example, GPI Atlantic released its Air Quality report at a major press conference attended by the print media, as well as TV and radio. Our GPI report was the lead front-page story in our largest Nova Scotia daily newspaper last Thursday, the lead page 3 Herald story the following day, the subject of the newspaper’s full editorial today, and also the subject of the newspaper’s cartoon. It was reported on both TV and radio news. Outside Nova Scotia, the report also made national news on the evening National CBC News and in Canada’s Globe and Mail newspaper. It was the subject of several radio and TV interviews. For examples of this recent news coverage, please see the air quality media clippings package on our website at www.gpiatlantic.org/clippings.shtml#airquality. Media clippings for earlier reports are available at www.gpiatlantic.org/clippings.shtml.

This recent experience is actually quite typical. Our reports frequently do make front-page news, and they often reverberate for some time after their initial release, with in-depth interviews and opinion pieces succeeding the first reporting of results as columnists follow up on the initial stories. Our results seem to rouse considerable public interest and attention, and we have been pleased that the media generally make considerable efforts to understand the often complex issues and results, and to report them accurately and carefully. In other words, the GPI results do seem to hit a nerve and to correspond with latent public interest in wellbeing indicators. 

Our reports seem to raise the profile of issues that matter to the public, but on which they rarely receive information. To take this most recent example again, there had been no public report to Nova Scotians on the quality of their air since the province abandoned its state of the environment reporting in 1998, so it was left to our non-profit group to provide the main avenue for this information. 

Although I hesitate to blow our own horn too loudly, we are frequently told that our reports have credibility with the press, and that when GPI Atlantic announces a report release or press conference, the media give it high priority because they know they will get a meaty, reliable news story with information they can trust. We have taken the time to cultivate the press in this way, and there is now a good, mutual and trustworthy relationship. We also make sure that affected government departments and other stakeholders are not caught off guard by our public releases, and we make sure that they receive advance copies of all reports so that they can prepare responses and comments of their own. 

We were asked by MSD to list our achievements, and I have no hesitation in saying that good press coverage of our results is key among these. 

1.8.2
Reality Check: The Canadian Review of Wellbeing

We have also received very good feedback on our national publication, Reality Check: The Canadian Review of Wellbeing, which is written by our GPI Atlantic researchers and funded by the Atkinson Charitable Foundation. Please visit our website for copies of recent issues at www.gpiatlantic.org/realitycheck/index.html. The first issue of Reality Check discussed why we need new measures of wellbeing, and it provided a national scan of wellbeing indicator initiatives throughout Canada. Subsequent issues have focused on particular subject and issue areas like natural resource accounting, health and unpaid work that are not properly counted in our conventional measures of progress. Most issues of Reality Check describe the misleading messages sent on these topic areas by our conventional GDP-based measures of progress, and then describe how results would look in the new measures.

One key function of Reality Check is its role as a co-ordinating arm and communications piece for all like-minded wellbeing indicator initiatives throughout the country. This is most important, as one of the greatest challenges we face in this field (as I believe in New Zealand) is the wide range of somewhat disparate, unco-ordinated efforts. In later chapters, we have pointed out the need for greater integration among New Zealand’s many excellent initiatives, including The Social Report, Monitoring Progress Towards a Sustainable New Zealand and Quality of Life in New Zealand’s Six Largest Cities, and we have noted some of the current disparities between these reports. While each of these initiatives is admirable, existing GDP-based measures of progress are likely to hold sway until some co-ordination of these disparate efforts takes place. 

In producing Reality Check, therefore, we remove our GPI hat as far as possible and attempt to profile other important indicator work from throughout the country in order to demonstrate what all these efforts have in common and to highlight what unites rather than divides these efforts. In the end, we hope this will lead to common methodologies, comparable results and an integrated wellbeing measurement system that can challenge the conventional economic growth-based measures.

1.8.3
Presentations

Another communications tool is regular presentations to a wide variety of audiences. We are regularly invited to speak throughout Canada, and increasingly abroad, both on the GPI as a whole and on particular components of the GPI. We have presented results to the party caucuses of all major political parties, to government policy audiences at the federal, provincial and municipal levels, to academic audiences, and to a wide range of community groups. These presentations also provide us with some funding for our further research. For listings of the kinds of presentations we make, please see past issues of the GPI News, available on our website at www.gpiatlantic.org/gpinews/gpinews.shtml.

1.8.4
Discerning impacts on policy

What, then, is the impact of all these activities on policy and public consciousness? This is a difficult question to answer, and we have never tried to do so in a systematic way until specifically asked to for this report. We have now had an opportunity to discuss this question among ourselves – both researchers and Board members. Contemplating our experience over the last seven years, we can discern six fairly distinct pathways in which the GPI work may affect public policy and consciousness:

· direct impacts
· infiltration

· public pressure

· resistance and opposition

· spread to other jurisdictions

· impact at the community level.

Direct impacts

The rarest pathway is a direct and demonstrable link between evidence we present and policy change. It is very difficult, at the best of times, to point to a link between evidence and research on the one hand, and policy formation on the other. Policy is determined by a very wide range of non-evidence-based considerations, including the influence of interest groups and the ideological and psychological predispositions of policy makers. In addition, time lags and a wide range of intervening variables make the identification of a direct link very problematic.

In our case, we feel fortunate that we can point to two cases where our results changed policy. Both cases are related to the measurement of population health. As part of the economic valuation component of our population health research, we estimated that chronic diseases cost Nova Scotia more than $3 billion a year in direct health care costs and indirect productivity losses to the economy due to premature death and disability. Moreover, our specific work on the costs of behavioural risk factors like tobacco, obesity and physical inactivity led us to estimate that 38% of that economic burden was preventable, including more than half a billion dollars a year in direct health care costs that were attributable to a very small number of risk factors. In other words, we concluded that, if all Nova Scotians exercised regularly, ate well and did not smoke, the province could save $500 million annually in taxpayer-funded health care costs.

Our Nova Scotia Deputy Minister of Health told us directly that our numbers “made a light go on in Cabinet”. As a result, and shortly after our report came out, the government created Canada’s first Office of Health Promotion, separate from the Health Department and under the control of its own Minister, dedicated to improving the health of Nova Scotians. This occurred in the fall and winter of 2002–2003. It is too early to tell whether the new Office will be properly funded and have the resources necessary to make a real difference, but, at least structurally and organisationally, a change has been made that holds real promise for improvements in population health.

The second instance of a direct impact resulted from a commission by the Nova Scotia Health Department. After we produced our GPI report on the Cost of Tobacco in Nova Scotia, again as part of our population health reports, the Nova Scotia government asked us to estimate the economic impact of smoke-free workplaces. Our report on that subject directly influenced new legislation on smoke-free public places in Nova Scotia, and has since been used by jurisdictions throughout Canada to promote smoke-free by-laws in many municipalities. The report was extensively cited during the Nova Scotia legislative debate on the new law. We were asked to prepare a similar report for the Prince Edward Island government, and again saw strong legislation emerge in that province after the government caucus was presented with the results.

Infiltration 

Examples such as those above are rare. A far more common pathway between our research and the policy arena is the gradual infiltration of our results into the public and policy discourse. After we come out with results, our numbers often start getting cited in legislative debates, used by Government Ministers, and referred to in newspaper stories and on radio and TV. When the Premier presented the annual volunteer awards recently, the volunteer organisations presented him with a huge fake cheque made out for $1.9 billion, representing the annual economic value of voluntary work in Nova Scotia – a number derived from our GPI report on the subject. The Minister of Health and the Lung and Cancer Associations frequently use our numbers on the cost of smoking to the Nova Scotia health care system. 

Perhaps more importantly, some of the language and perspective of the GPI has begun to infiltrate and penetrate the public discourse. It is not uncommon for callers to CBC radio talk shows to say “Well – the GPI would look at it this way”, and for newspaper editorials to talk about “genuine progress” (see Appendix D). At this point in time, after seven years of research, policy makers, public officials and leading opinion leaders in Nova Scotia know what the GPI is and what it does. It is no longer an alien concept.

Public pressure

In some cases, our reports do challenge “business as usual” and exert pressure on governments, businesses and consumers to change their ways. It is difficult to discern whether actual changes are the result of our reports and numbers, but there is no question that our results exert some public pressure. Although GPI Atlantic does not engage in advocacy work beyond making evidence-based recommendations in its reports, advocacy groups do frequently use our results to continue to exert pressure. 

A good example is our GPI air quality accounts, released last week, which reported that Nova Scotia (a small province with just 3% of the country’s population) was responsible for 25% of the sulphur oxide emissions due to electric power generation in the country as a whole. This is due to Nova Scotia’s continued heavy reliance on coal for more than 60% of its power generation. The report also found that Nova Scotia’s per capita sulphur oxide emissions were twice the Canadian average and higher than all other OECD countries, and that sulphur dioxide readings in downtown Halifax were 2–12 times the concentrations reported in other commercial centres in Canada. Sulphur oxides not only have adverse health impacts but contribute to acid rain – where Nova Scotia’s rivers, lakes and fish populations are particularly vulnerable. 

Following the press conference, reporters immediately contacted the power monopoly, Nova Scotia Power, to ask its comments. To their credit, Nova Scotia Power spokespersons, who had received an advance copy of our report, acknowledged the results and recognised the need to reduce sulphur oxide emissions, to switch to cleaner forms of energy, and to invest more heavily in renewable energy sources like wind power. 

Interestingly, I received a phone call from a Nova Scotia Power spokesperson two days later acknowledging that our report had shaken things up at top management levels and expressing actual appreciation for the comprehensiveness, accuracy and care of our reporting. The spokesperson made it clear that the company did not dispute anything we had written. Again, to the company’s credit, the representative acknowledged how bad their pollutant emissions currently are and made it clear that they would like to project an image of cleaning up their act. To that end, the company expressed an interest in co-operating with us as it moves forward, and said that our report actually helps it justify the costs involved in switching to cleaner fuels (natural gas) and renewables (wind power), and in explaining these needs to its own shareholders.

One week after our report release, the leading Nova Scotia daily newspaper published a lengthy editorial referring to our report and increasing the pressure to move away from coal to greener forms of power. This editorial is reproduced in Appendix D of this report. Already the Leader of the Opposition has written a newspaper opinion piece to the same effect, published three days ago. This example is given here because it happens to be very recent. But this is also quite typical of the pressure for change that sometimes issues from our GPI research and results.
Would the changes have happened anyway? Very possibly. Can we take credit for any change that may occur? Not really, as our research is only one element in a large mix. But there is no question that our reports and results do contribute to pressure for change in the direction of a cleaner environment, improved population health, natural resource and energy conservation, safer communities, a strong voluntary sector, greater livelihood security, and other values measured in the GPI.

Resistance and opposition

The beauty of doing this indicator work as an independent non-profit organisation is that we are not concerned whether our results are popular or not with particular stakeholders. The results are the results, and we are completely transparent in how we arrive at them. In some cases, Government is very receptive to our work – increasingly so we have noticed, in the field of health policy. Governments throughout the industrialised world are battling rising health care costs that have spiralled out of control in many jurisdictions, and they are more open than ever to the messages of demand-side measures that hold the promise of reducing health care costs by improving the health of the population and thereby reducing demands on the health care system.

However, in some cases, Government does not like our results and wishes we had never done the research or released the numbers! The clearest example of this was our forest accounts (466 pages, two volumes), released in 2001, which found that Nova Scotia had lost almost all its remaining old forests in the last 40 years, that the rate of clear-cutting had escalated dramatically to unsustainable levels, and that the value of the province’s forests had depreciated markedly in recent decades. The decline in older age classes had never previously been documented, although the information was available in historical forest inventories. The report’s recommendations – for a reduction in clear-cutting, a shift to selection harvesting techniques, greater reliance on value-added production, and more protected areas – directly challenged current forest industry practices in the province and the policies of the provincial Department of Natural Resources, which supported and encouraged those practices.

In this case, our report met with great resistance from both Government and industry. The Nova Scotia Forest Products Association, representing the timber industry, commissioned KPMG to audit our report, and efforts were made by both industry and government spokespersons to discredit the results. However, all our numbers had been well documented and we supplied KPMG with all the additional information on data sources and methodologies that they requested. The results of the KPMG audit were never publicly released by the industry, leading us to believe that they had not been able to find serious fault with the research. 

However, our report and the controversy it generated sparked a major debate on forest practices that has continued to this day. Our report and its results and conclusions are still regularly cited in the press, in the legislature and in pressure exercised by environmental groups for a change in forest practices. In a case like this, we certainly cannot say that our GPI results led to discernible change. But in the longer term, it is possible that the debate that has been generated will produce changes. Change does not only happen in a straight and narrow line when results are enthusiastically accepted and recommendations implemented. Change may equally happen when resistance is aroused and healthy debate generated.

Already, in fact, we have seen some subtle shifts as a result of this controversy. One of our key recommendations was an adjustment of the Department of Natural Resources’ silviculture credit system to reward selection harvest methods. We noticed that the latest version of the credits did just that, so that woodlot owners now have a financial incentive to shift from clear-cutting to uneven-aged management. It is highly unlikely that the Department of Natural Resources would ever acknowledge a link between this change and our report, but we may at least surmise that there may be a connection.
Spread to other jurisdictions

A fifth pathway between our research and the policy arena may be in the uptake of our work in other jurisdictions. While we are always on the look-out for policy shifts within Nova Scotia, where GPI Atlantic is based, change may occur more indirectly through the influence our work has outside the province. We have already received and honoured several requests to replicate some reports and components of the GPI for other jurisdictions. Our population health reports have been in particular demand, and we have replicated several of them for other provinces. 

We recently produced an Ecological Footprint report for the government of Prince Edward Island, which plans to use the report to encourage residential energy conservation, greater use of car-pooling, purchase of local rather than imported food, and other measures that can reduce the footprint of Islanders. It is quite likely that our ecological footprint work will have greater policy impact in Prince Edward Island than in our home province where we first did the work. Our researchers have also since replicated the ecological footprint work for the province of Alberta, and they have contributed to the construction of ecological footprints at the municipal level. 

GPI Atlantic was invited to participate on the Environment and Sustainable Development Indicators steering committee of National Round Table on the Environment and the Economy, in producing sustainable development indicators for Canada, and our researchers played an active role in that process as members of several Round Table committees. We have also been invited to consult directly with government agencies and to offer advice and recommendations based on our research and results. This present report for MSD may indirectly influence the direction of change in New Zealand. In summary, GPI Atlantic still works primarily within Nova Scotia, but its impact on policy may not be primarily in that province.

In its methodologies and approach, the Nova Scotia GPI is designed as a pilot project for Canada, and to that end has received invaluable assistance from Statistics Canada in data access, consultation on methodologies and analysis, advice and review of draft reports, and staff support. As noted in our preface, the most important function of a pilot project is to make all possible mistakes in its own territory, so that other jurisdictions may avoid such errors in the future. Thus, even in the way our project is conceived, it would be naive to see a straight line between the research and developmental work going on in Nova Scotia and policy formation in this province. As a pilot project, it is quite likely that we will see the first real and substantive impacts on policy in other jurisdictions that have had the benefit of learning from our own mistakes.

Impact at the community level

The final pathway that we have identified is at the community level. We have already seen examples in our Community GPI indicator work where results have been translated into practical action. When Glace Bay residents responded on our GPI survey that vandalism was one of their primary security concerns, the local chief of police immediately acknowledged that his force was focused on thefts, break-ins, assaults and other such crimes, and that vandalism had not been on their radar screen. He promised to raise the issue immediately with his staff and officers and to address the expressed concern of residents. 
When our tobacco results were presented to a community meeting that included public health officials, addictions counsellors, a high school assistant principal and community representatives, those present decided to meet with all local school principals to urge the adoption of school-based smoking prevention programmes.

In summary, communities can use wellbeing indicators and their results to initiate change and improve wellbeing without waiting for anyone. Before we began to do work at the local level, I used to think that the pathway between indicators and policies would be the eventual adoption of a GPI by Government. In light of our Community GPI experience, I am beginning to wonder whether the process might rather occur through a “trickle-up” effect, with lots of community GPIs being adopted at the local level until higher levels of Government can no longer ignore the new measures.

Conclusion

There is clearly no simple or direct pathway between wellbeing research and evidence on the one hand and policy on the other. To be completely honest, I would have to admit that the dominant economic paradigm remains firmly entrenched and that evidence of substantive change to a new paradigm in which human, social and environmental values rank at least equally alongside material and economic considerations is sparse. GDP-based measures of progress still hold sway, along with the use of economic growth measures as a proxy for how “well off” we are. We do not yet see the use of the GPI full-cost accounting methods, which include social and environmental values, to evaluate the impacts of alternative policy scenarios and particular investment strategies on overall progress towards sustainable development in the province. In terms of actual policy change, our work remains very much on the margins.

What have we learned from this? It seems that both patience and a more proactive approach are required. On the one hand, the use of the GDP and related economic growth measures to assess prosperity and wellbeing has been deeply entrenched for several decades, and will not be abandoned overnight. We also have further work to do to co-ordinate and integrate the large variety of wellbeing and sustainable development indicator initiatives that do not currently offer a coherent and viable alternative to the conventional measures.

At the same time, our estimate is that we will soon be ready to take a more proactive role in bringing the new measures more directly into the policy arena and in using them to hold governments accountable for their performance and programmes. Our plan to do this is described in greater detail in Part Three of this report, which looks at ways forward.

2. Why we need new indicators

The Nova Scotia GPI was born from three basic understandings.
1. Indicators are powerful. What we count and measure reflects our values as a society and determines the policy agendas of governments.
2. Conventionally, we gauge how well we are doing as a society according to a narrow set of indicators of current economic activity. If the economy is growing fairly rapidly, we assume that we are “better off”. But these conventional measures of progress (based on market statistics) have serious limitations, send misleading signals to policy makers, and potentially undermine sustainability. Vital social and environmental factors remain invisible and receive insufficient attention in the policy arena.

3. The search for better ways to measure wellbeing and progress is not new. However, the methodologies and data sources required for these more accurate and comprehensive measures had not yet been developed 20 or 30 years ago. They are now available. What is presently missing is a systematic and integrated application of these new measures at the policy level. GPI Atlantic’s founding goal was to develop indicators of wellbeing as fully and completely as possible in one jurisdiction in such a way that they could act as practical guides to policy development.
A practical example will illustrate the degree to which our dominant indicators determine the policy agenda and condition policy responses. Surveys indicate that voluntary work in Canada has declined by more than 12% in the last decade. This has serious implications for:

· the strength of communities
· the quality and quantity of services provided to the sick, disabled, elderly, youth in need, and other disadvantaged groups
· the protection afforded to the environment

· arts and culture
· other vital aspects of our quality of life. 

Yet this 12% decline in voluntary work is unknown to the vast majority of politicians and government officials, and has never been discussed in any legislature in Canada – in large part, because unpaid work is not valued or tracked in our core measures of progress based on market statistics. Had the market economy declined by 12%, it would be labelled a serious depression and there would likely be a virtual state of national emergency, with Cabinet meeting around the clock to find remedies.

Similarly, initiatives to cut greenhouse gases and conserve energy are inevitably blunted when our core measures of progress indicate that more fossil fuel combustion will make the economy grow. And efforts to reduce poverty and promote population health receive insufficient attention in the policy arena when these indicators are missing from our central measures of progress.

2.1
Challenging market-based measures of progress

Interestingly, the architects of national income accounting never intended it to be used as a gauge of social wellbeing. Indeed, its misuse for this purpose sends inaccurate and highly misleading policy signals, eg:

· the depletion of natural wealth is counted as economic gain
· liabilities like crime, war, sickness, pollution, greenhouse gas emissions and natural disasters can make the economy grow
· the growth statistics ignore the value of unpaid work that contributes directly to wellbeing
· the GDP tells us how much income is produced but not how that income is shared.

To assess how we are doing as a society, we need a broader, more comprehensive and more accurate set of measures that value our human, social and natural wealth along with our economic assets. To gauge whether New Zealand is making genuine progress, we must account for the health and security of the population, its livelihood security and educational attainment, the strength, peacefulness and cohesiveness of communities, the quality of the environment, the health of the country’s natural resources, and whether the gap between rich and poor and between Māori and non-Māori is growing.

In GPI Atlantic’s view, it is crucial to understand the limitations of current market-based measures of progress fully and properly, because this understanding naturally leads to the choice of an alternative conceptual framework, indicator selection and appropriate methodologies. Without that understanding, New Zealand may well develop an outstanding set of quality-of-life or wellbeing indicators, as indeed it already has, but those indicators may remain isolated in their own orbit without challenging the existing dominant measures currently used to assess societal prosperity and progress, and without effectively penetrating the policy arena. For that reason, the limitations of market-based measures are examined in more detail here as a crucial starting point for this assessment of GPI Atlantic’s work.

GPI Atlantic is certainly not alone in its critique of conventional measures of progress. In recent years, there has been increasingly widespread acknowledgement by leading economists of the shortcomings of economic growth statistics and related market measures when misused as comprehensive measures of prosperity and progress. Growth-based measures of progress are based on changes in the GDP, which is a quantitative aggregation of the market value of all goods and services produced within a country’s borders. Because it makes no qualitative distinctions, the GDP was not intended, even by its architects, as a composite index of economic welfare and prosperity, let alone of social wellbeing. 

Using GDP levels and economic growth rates to measure progress takes no account of the value of natural, human and social capital, including environmental assets, unpaid work, free time, health and education. It does not allow policy makers to distinguish the costs and benefits of different economic activities, and it masks changes in income distribution. Such fundamental omissions and limitations make the GDP an inadequate measure of social and economic wellbeing. Unless these flaws are successfully challenged, there will be no real dialogue between the new indicator systems and the dominant conventional measures, no coherent framework for the new measures, and no effective policy penetration.

It should be noted that these are not flaws of the GDP per se, but of its misuse as a benchmark of economic and social health, prosperity and welfare. Nobel Prize winner, Simon Kuznets, one of the principal architects of national income accounting and the Gross National Product, never endorsed its modern use as an overall measure of progress. As early as 1934, Kuznets warned the US Congress: “The welfare of a nation can scarcely be inferred from a measurement of national income”.

As the GNP and its successor, the GDP, began increasingly to be used as a measure of general social wellbeing and progress after World War Two, Kuznets’s reservations about the limitations of the system he helped create grew stronger, and he argued that the whole system of national accounting needed to be fundamentally rethought. In 1962, he wrote:
Distinctions must be kept in mind between quantity and quality of growth, between its costs and return and between the short and the long run. Goals for “more” growth should specify more growth of what and for what.

When the GDP is misused as a measure of wellbeing and progress, it leads to policies that deplete vital resources and invest in economic activities that carry hidden social and environmental costs. What we count and measure is a sign of what we value. By focusing on quantitative material growth as our primary measure of progress, we undervalue the human, community and social values, and environmental quality, that are the true basis of long-term wellbeing, prosperity and wealth.

2.1.1 
Levels of current challenge: Bhutan and New Zealand

Despite this understanding, only one country in the world has officially and forthrightly challenged the dominant measures in this way. Bhutan is a tiny Himalayan mountain kingdom, tucked between the two most population nations on earth – China and India. Its king, King Jigme Singye Wangchuck, actually declared that, to the people of Bhutan, “Gross National Happiness is more important than Gross National Product”. In February 2004, Bhutan is hosting an international conference to begin putting its new measures of progress into practice as the basis of an alternative path of development. 

In effect, Bhutan has recognised that new and alternative measures of wellbeing and progress will only be effective if they successfully place the economic growth paradigm itself under close scrutiny. In Canada, New Zealand and other industrialised countries experimenting with new indicators of wellbeing, we still want to “have it both ways” – to continue growing the economy and to have some new quality-of-life indicators “on the side”. We are not quite ready to make hard choices among competing values. In my personal view, New Zealand is, for a number of reasons, better placed than any other industrialised country to make this leap. For this reason too, this critique of GDP-based measures of progress is an important starting point for this report to the New Zealand government.

This is not just a theoretical issue for New Zealand, but directly affects its future development of integrated measures of progress in very practical ways. For example, MSD’s Social Reports are offered as “report cards” on “the current wellbeing of New Zealanders”.
 But there is no indication how this current wellbeing relates to the wellbeing of future generations of New Zealanders, and therefore no analysis of the relationship between social indicators on the one hand and indicators of sustainable development on the other. Correspondingly, it is unclear how MSD’s social reporting framework might relate to the capital model discussed by Statistics New Zealand in the appendix to its report Monitoring Progress Towards a Sustainable New Zealand, even though the latter does include indicators of “social capital”. Nor is it clear how either model relates to the “quality of life” reporting framework used at the local government level, or whether indicators at the local level are systematically comparable with those at the national level.

This lack of integration may produce confusion on particular indicators when they are reported differently and, even more importantly, may delay the advent of a real alternative system of measuring progress capable of challenging the current growth-based paradigm. 

For example, economic indicators like market income per person (Social Report 2003)
 and changes in GDP and GDP per capita (Sustainable New Zealand)
 are not systematically related to potential resource depletion or social effects. In fact, the latter report notes that:
Economic growth is generally regarded as a positive goal, since growth generates increased income and increased income is required for increased material well-being.

Similarly, The Social Report 2003 notes that:

A nation with rising per capita RGNDI [real gross national disposable income] will have a greater capacity to deliver a better quality of life and standard of living to the population.

New Zealand’s gross income and growth statistics are currently presented alongside, and even as part of, its social reporting and sustainable development indicator mechanisms. In doing so, the implicit assumption is that the latter can be reconciled and even integrated with the existing dominant growth paradigm. However, such reconciliation is not explicitly attempted, and there is no systemic framework that allows the calculation of trade-offs among potentially competing indicator sets. In fact, it may be argued that flow and income-based measures do not properly belong in a capital model like the one discussed by Statistics New Zealand in the appendix to its Sustainable New Zealand report.

As MSD has asked for our advice on next steps for New Zealand, based on our experience, we strongly recommend the integration of these disparate reporting frameworks. We shall provide more detail on potentially integrative frameworks below. Suffice it to say here that, in GPI Atlantic’s experience, it is possible to bridge the gap between reporting on social wellbeing and on sustainable development by recognising that sustainable development is actually about ensuring the wellbeing of future generations. Thus it is possible to extend the statement that The Social Report provides information on “the current wellbeing of New Zealanders” to read that it reports on “the wellbeing of New Zealanders – both in this generation and beyond”. Or we could introduce The Social Report by asking: “Are we producing a high quality of life for New Zealanders today while ensuring that we are living in such a way as to leave a high quality of life for our children and their children?”.
These suggestions and critical comments notwithstanding, it is clear that New Zealand remains in the forefront of industrialised countries’ efforts to produce better measures of wellbeing and progress. In fact, New Zealand’s progress to date is highly significant. Having social and environmental indicator reporting mechanisms of the quality and comprehensiveness that New Zealand has produced is a key step in creating governmental commitments to social goals and to concrete targets for achieving defined objectives. The reporting mechanisms also allow the public to hold government accountable for its performance.

It is precisely because New Zealand is in the lead that it is best positioned to proceed to the next stage of indicator development, which necessarily involves a deeper level of choice and challenge, as implied by the King of Bhutan’s statement. As noted above, that choice involves a clear recognition of the degree to which the new measures systematically challenge the dominant growth-based measures and offer alternative methods of valuation that question the conclusions quoted above from New Zealand’s key indicator reports. 

In summary, if we are to proceed down this new indicator and measurement path with integrity, we must be prepared to accept the possibility that increased growth and income may undermine rather than promote long-term wellbeing and quality of life. We must accept that the results may demonstrate very different development options and policy choices than those currently favoured and largely unquestioned. We must ask whether assessments of quantitative growth and income are capable of offering insight into quality of life and wellbeing. 

To give just one obvious example, ecological footprint analyses and greenhouse gas assessments indicate that high-GDP and high-income countries and groups consume far more resources and produce far more wastes and greenhouse gas emissions than low-income groups. Are increased growth, income and consumption reconcilable with improved environmental quality and the conservation of resources for the benefit and use of future generations? The new measures of progress must be capable not only of measuring lists of disparate outcomes (as they currently tend to do), but of provoking meaningful analysis of actual interactions among the indicators, and even of questioning the very meaning of “wellbeing” and “quality of life” as currently defined. 

In order to explore these possibilities, it is essential first to examine the systemic flaws inherent in the current growth-based paradigm of progress, and in the misuse of GDP-based measures as indicators of progress. Then, perhaps surprisingly, we present a strong argument against abandoning or even modifying the GDP and related measures. Because MSD has explicitly requested GPI Atlantic to use its experience to assess “next steps for New Zealand” and “further research required to develop the measurement of social wellbeing”, we begin with an analysis of what we see as the basis for any further forward movement. Based on its experience, GPI Atlantic is convinced that further indicator development requires explicit ways to overcome the specific flaws noted below.

2.1.2 
Limitations of GDP-based measures of progress

The failure to value natural, human and social capital

The GDP is a current income approach that fails to value natural, human and social resources as capital assets subject to depletion and depreciation. In fact, it counts only what we extract from our resource base (eg timber and fish) and fails to count what we leave behind (healthy forests and fish stocks). As such, it cannot send early warning signals to policy makers indicating the need for re-investment in natural, human and social capital. Even from a conventional standpoint, it is simply bad accounting to measure the depletion of wealth as if it were economic gain. This is analogous to a factory owner selling off machinery and counting it as profit, without regard for the fact that future production will be put in danger.

In Canada, for example, the GDPs of Newfoundland and Nova Scotia registered record fish landings as indicators of the health of the fishing industry up to the very moment of the collapse of the Atlantic ground-fish stocks. Massive fish exports were counted as contributing to economic growth, yet the depletion of fish stocks appeared nowhere in the standard economic accounts. Similarly, the more trees we cut down and the more quickly we cut them down, the faster the economy will grow. Measured from the consumption side, the more voraciously we consume energy, fish, timber and other resource products, the “better off” we are assumed to be.
Repetto and Austin (1997) remark:
A country could exhaust its mineral resources, cut down its forests, erode its soils, pollute its aquifers and hunt its wildlife and fisheries to extinction, but measured income would not be affected as these assets disappeared.

According to James Gustave Speth, President of the World Resources Institute, relying solely on the GDP as a measure of society’s progress creates:

… a flawed framework for appraising the sustainability of economic growth. While it measures how such man-made assets as factories and equipment depreciate as they are used in current production, it leaves out the effects of resource depletion and degradation. For example, national income accounts record timber output, fish harvest and crop production as income but ignore the costs of deforestation, overfishing and soil erosion. A nation’s depletion of its natural resources – consumption of natural capital – can therefore masquerade as growth for decades, even though it will clearly reduce income prospects from resource sectors in the future. Just as ignoring the deterioration of man-made assets skews economic assessments, so does overlooking the degradation of natural assets.

Unless our new accounting mechanisms and measures of progress challenge this deeply flawed system, they are unlikely to enter the policy arena in a meaningful way or to effect change. We currently have excellent accounting and amortisation systems to keep track of our produced or manufactured capital and equipment, for measuring their depreciation (both quantitative and qualitative), and for assessing the need for re-investments required to maintain and improve current levels of production and the likely returns on these investments. Our new measuring mechanisms require no less systematic an approach for assessing the health of our natural, human and capital assets.

For example, the new accounts must acknowledge that human capital is subject to depreciation if the health of the population or the education and skills levels of the workforce decline. If crime increases or the level of voluntary work declines, then social capital is depreciating in value. By the same token, investments in health promotion, educational opportunities and programmes for youth in need will no longer be regarded simply as “costs” subject to government cuts at times of fiscal restraint, but rather as investments in human and social capital that will have a rate of return in improved productivity and avoided costs at a later stage. 

Just as produced capital like plant and equipment can depreciate through depletion (less machinery available for production) or degradation (machinery falling into disrepair), so does natural, human and social capital when it is not used sustainably. For example, the value of a forest can depreciate through over-harvesting (depletion) or through the replacement of a valuable multi-species, old-growth natural forest by a single-aged, single-species plantation (degradation). Thus, from a policy perspective, switching from clear-cut harvest methods to selection harvest eco-forestry methods might be viewed as a re-investment in long-term forest health and restoration, rather than only as a decline in current income, as in standard accounting procedures. Under a new, improved and more accurate accounting system that included the value of natural, human and social capital, government tax programmes and deductions and other financial incentives and penalties would be structured to reward such investments and to penalise the depreciation of these natural and social assets.

This long-term view of depreciation and return on investment is part of standard accounting procedures for businesses assessing investment needs in plant and equipment. Yet we take a decidedly short-term view in relation to the health of our resource industries. In fact, we presently have no officially accepted accounting systems or methods for assessing the value of our natural, human and social wealth, for calculating its depreciation, or for gauging the need for re-investment. Consequently, as noted, we have no early warning mechanisms that can prevent serious resource collapses. New satellite indicator sets and social report cards that fail to challenge this existing double standard or to provide alternative accounting procedures for New Zealand’s human, social and natural assets will have only limited impacts on policy.

In summary, “next steps” for New Zealand should include a forthright challenge to current GDP-based accounting procedures that fail to value natural, human and social capital and to growth-based measures that count their depreciation as economic gain. These next steps should see the creation of new accounting procedures that assign proper value to the full range of New Zealand’s ample assets and that reward investments in these assets that will benefit future generations of New Zealanders. The good news is that considerable developmental work has been done in the last 20 years in building these new accounting procedures, and they are ready for use. New Zealand is well placed to be the first Government to adopt these mechanisms.

The failure to make qualitative distinctions

Secondly, as noted above, the GDP itself is a quantitative measure only and fails to account for qualitative changes, both in the mix of economic activity and in the quality of our goods and services, including ecosystem services.
 This failure can send perverse messages to policy makers, with pollution, sickness, crime, accidents, natural disasters and other liabilities actually registering as contributions to economic prosperity. The Exxon Valdez, for example, contributed far more to the Alaska GDP by spilling its oil than if it had delivered its oil safely to port, because all the clean-up costs, media activity, legal expenses and salvage operations made a huge contribution to the state’s economic growth statistics. 

Thus, water pollution and bottled water sales are literally “better for the economy”, according to our economic growth statistics, than free, clean water, simply because more money is spent on the former. Repairing the damage from extreme weather events and natural disasters due to climate change is actually counted as a contribution to our prosperity and wellbeing when the GDP is used to assess how “well off” we are. This happens because the GDP blindly records all money spent as a contribution to the economy, without assessing whether this spending actually signifies an improvement in wellbeing or a decline. 

This incongruity extends even to ordinary household purchases. There is no recorded relationship, for example, between the cost of consumer durables as capital investments on the one hand and the quality of services they provide on the other, leading to the paradox that the quicker things wear out and have to be replaced, the better for the GDP.

This failure to account for qualitative changes means that increases in crime, divorce, gambling, road accidents, natural disasters, disease, obesity, mental illness and toxic pollution all make the GDP grow, simply because they produce additional economic activity. More prisons, security guards, burglar alarms, casinos, accident costs, storms, natural disasters, dieting pills, anti-depressants, lawyers, oil spill and pollution clean-ups, and the costs of setting up new households after family breakups, all add to the GDP and are thus conventionally counted as “progress”.
This anomaly led Robert Kennedy to remark 30 years ago:ADVANCE \d3
Too much and too long, we have surrendered community excellence and community values in the mere accumulation of material things … The (GNP) counts air pollution and cigarette advertising and ambulances to clear our highways of carnage. 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 measures neither our wit nor our courage; neither our wisdom nor our learning; neither our compassion nor our devotion to our country. It measures everything, in short, except that which makes life worthwhile.

In short, because GDP statistics make no qualitative distinctions, they do not reveal whether expenditures signify an improvement in wellbeing or a decline. Standard economic growth measures are simply incapable of sending any meaningful signal about natural resource health, and of distinguishing gains from losses in wellbeing. Indeed, resource yield statistics, although conventionally used to signal industry health, may well signify the precise opposite from the perspective of long-term sustainability.

This inherent flaw in our current accounting and measurement systems can be overcome in two ways that both represent vitally important basic principles in the new indicator systems.

· First, we have seen that New Zealand’s Social Report 2003 and Monitoring Progress Towards a Sustainable New Zealand both explicitly state that economic growth and higher income are key inputs to wellbeing and quality of life. If this relationship is questionable, what is the appropriate relationship between the GDP and economic growth statistics on the one hand and the new wellbeing indicators on the other? 

· Second, a key antidote to the failure of our conventional measures of progress to make qualitative distinctions is to make the values of our new systems very explicit. Too often, indicator selection is undertaken without specifying the values on which the indicators are based. In fact, the values actually determine the indicators and therefore should be made explicit.

Based on GPI Atlantic’s experience, dealing head-on with both these issues is an essential next step for New Zealand’s indicator development, and they are therefore described in detail below.

Don’t kill the GDP

First, as recognised by Simon Kuznets, a key architect of national income accounting, the GDP and economic growth statistics should simply no longer be used to assess societal progress. The system was never created for this purpose, and it should be restored to its true function – a simple measure of the size of the economy. As Kuznets noted 40 years ago, quantity and quality of growth are very different, short-term gain may come with a long-term cost, and questions of growth must always ask “of what and for what”. 

However, this line of reasoning has been frequently misunderstood as an argument to replace or modify the GDP itself. It must therefore be emphasised here that the purpose of the new measures is not to replace GDP or to invalidate it in any way. The GDP does what it was meant to do extremely well: it provides a quantitative measure of the size of our economy – the sum total of all goods and services produced. We will always need that measure. 

The problem arises when the GDP is misused as a measure of wellbeing and how well off we are as a society – purposes for which it was never intended. The purpose of the new wellbeing measures is to measure the quality of our lives, not the quantity of economic activity. These are two separate functions, and both are necessary.

Using the GDP to measure wellbeing, said the originators of the US Genuine Progress Indicator, is like a policeman measuring the success of his day’s work by the quantity of street activity he observes. A lady walking her dog, a thug attacking a passer-by, children playing on the street corner, someone breaking into a car – at the end of the day, he has added up 356 activities. Better than yesterday, he congratulates himself, when he observed only 340 activities.

We expect more of our policeman. We expect him to make qualitative decisions – to distinguish beneficial from harmful street activities and to act accordingly, protecting the former and preventing the latter. We should expect no less from policy makers. The simple quantity of economic activity does not provide enough guidance to enable policy makers to protect the public interest.

Of course, we do need to know the quantity of activity as well. It is a better use of our policeman’s time to station him on a busy street corner where 356 activities take place than on a quiet one with only 20 activities. And so, we will always need the GDP. But the new measures of progress will render the GDP less important because it will no longer be misused as a gauge of our national wellbeing. Instead, we will be able to evaluate the health of our communities, our natural resources and our population in more reliable ways.

This is a key point, because the current danger is that New Zealand’s excellent Social Reports, sustainable development measures, and municipal quality-of-life reports will become “satellite” reporting measures that never fundamentally challenge our continuing reliance on the economic growth statistics as core measures of progress. Instead, the new reporting mechanisms are intended to become the central or core societal measures of progress that shape New Zealand’s vision, goals and policies, and mobilise New Zealanders behind that common vision, that hold governments accountable at election time, and that are used to evaluate the success or failure of policies and programmes. 

Making values explicit

Every index or set of indicators is designed to measure progress towards defined goals or values. The moment we talk about measuring progress, the inevitable question arises – progress towards what? And that question, in turn, can only be answered by some reference to societal vision – what kind of New Zealand do we want for our children 20 or 30 years from now?

As Tony Hodge, former chair of the Canadian National Round Table on the Environment and the Economy’s Task Force Report on Sustainable Development, has pointed out in his paper “A Systemic Approach to Assessing Progress toward Sustainability”, every indicator framework is therefore normative by definition, and the operating value base should consequently be explicitly described.

It is frequently argued that the new indicator systems are subjective, and that the GDP and related economic growth statistics at least have the virtue of being “objective”. But this is not true when the economic growth statistics are used to measure wellbeing and progress. In that case, they are value-based. Since the GDP measures increases in production and consumption, its value base is quantitative growth – with “more” simultaneously signifying “better”. That notion may remain implicit, but it is there nonetheless – that more growth is a “good”. 

In fact, the use of health language to describe economic growth reveals the extent and degree of this conventional equation between growth and wellbeing. A rapidly growing economy is called a “robust”, “healthy” or “dynamic” economy, whereas a decline in spending is said to indicate that “consumer confidence is weak”. If things get really bad and the economy shrinks dramatically, it is called a “depression”. In its basic design, the GDP may well be “objective”, but its misuse to assess wellbeing and progress gives it as strong a value base as any social or environmental measures.

Indices of sustainability, by contrast, are based on “development” as a qualitative concept, which may or may not include growth according to circumstances. Former World Bank economist Herman Daly has described the distinction in this way:

Growth refers to the quantitative increase in the scale of the physical dimension of the economy, the rate of flow of matter and energy through the economy, and the stock of human bodies and artifacts, while development refers to the qualitative improvement in the structure, design, and composition of physical stocks and flows, that result from greater knowledge, both of technique and of purpose.

In summary, the normative framework of indicators of wellbeing and sustainable development must be explicitly acknowledged, just as any index must clarify the goals and values against which progress is measured. Unless this is clear from the start, it may be thought that the GPI, New Zealand’s Social Reports or other indicator systems simply measure “more” variables than the GDP. But the new indices are not simply a way of cumulatively “adding” social and environmental factors. Instead, they represent a new and quite different social vision and set of values than those underlying the use of the GDP as a measure of progress. 

Making these values explicit is daring and even dangerous, because doing so will inevitably challenge not only the values that lie beneath the use of the GDP as a measure of progress but also the fundamental premises on which our current economic theories are based. In the GPI work, we specified from the start that a key underlying goal of the work is to integrate social, economic and environmental indicators to demonstrate the actual functioning interdependence of these realities. These linkages actually demonstrate the existence of boundaries to quantitative growth and therefore challenge the assumption that limitless growth is possible, let alone “good”.

Again, as MSD’s specific charge to GPI Atlantic is to help identify “next steps for New Zealand”, we have to be blunt and unapologetic in what we recommend. A review of New Zealand’s wellbeing and sustainable development indicator work of the last 5–6 years reveals tremendous strides forward, but also a lack of meaningful integration and analysis – particularly between its social reporting and its sustainable development reporting. GPI Atlantic’s advice is to make this integration a central focus of future development. The explicit identification of the values underlying New Zealand’s new measures of progress is an essential first step in that process. 

To that end, we have specified in a separate section below some of the values underlying the GPI work in Nova Scotia, which may be relevant to New Zealand. However, it is recognise that New Zealand’s unique circumstances will also produce other values (and therefore indicators) that have not been as central to the Nova Scotia experience. For example, in my recent visit to New Zealand, I was struck very forcefully that, unlike Canada, the US, Australia and most other industrialised countries, New Zealand has made a concentrated effort to forge a real relationship with its indigenous people, rather than simply to eliminate, dominate or marginalise them.
The Treaty of Waitangi is not only the founding document of New Zealand, but also provides the actual and practical working basis for policies of resource, land and forest protection, and conservation in the country. The integration of Māori words into the language of New Zealanders frequently signifies the acknowledgement of values for which no specific words exist in the English language. For example, Statistics New Zealand’s Monitoring Progress Towards a Sustainable New Zealand talks of “a sense of responsibility for the protection of mauri and taonga”. There is no question that the identification of values underlying New Zealand’s new indicators and measures of progress will draw from this inspiration, from Māori culture and from the unique historical circumstances of New Zealand. 
Whereas sustainable development indicator systems often speak of a “triple bottom line” – referring to dimensions of social, economic and environmental sustainability – New Zealand’s 2002 Local Government Act has a quadruple bottom line that recognises the vital cultural dimension of New Zealand society. The Act specifies that “New Zealanders in their local communities will promote, in a sustainable way, their social, economic, environmental, and cultural well-being”, and it contains requirements to monitor and report on progress “not less than once every 3 years”.

In summary, we have identified below some of the explicit values that underlie the Nova Scotia GPI, but New Zealand will clearly draw on its own sources and inspiration in specifying the value base of its new indicator systems. 

Omission of unpaid work 

Above, we have noted two key limitations of current GDP-based measures of progress:

· the failure to value natural, human and social capital
· the failure to make qualitative distinctions between economic activities that signify improvements in wellbeing and those that denote a decline in wellbeing.

However, there are other serious flaws, which again reveal clear antidotes that can form the basis of alternative measures of progress.

A third key limitation of current GDP-based measures of progress is that, because it excludes most non-monetary production, the GDP records shifts in productive activity from the household and non-market sectors to the market economy as economic growth, even though total production may remain unchanged. Thus, paid childcare, hired domestic help and restaurant food preparation all add to the GDP, while the economic values of parenting, unpaid housework, home food preparation and all forms of volunteer work remain invisible in the economic accounts. Thus, many activities currently counted as “growth” do not actually signify increased production, but rather a shift from the unpaid household or volunteer sector to the paid market economy. This leads to the anomaly that if we hire someone to clean our house, the GDP goes up, but if we marry our housekeeper, the GDP goes down.

This has important implications for gender equality. As women still do nearly two-thirds of the unpaid household work in most industrialised societies, the lack of value ascribed to unpaid work effectively means that a large portion of women’s work is not valued, even though raising and nurturing children and families is essential for the functioning of a healthy market economy. When unpaid childcare and domestic work – traditionally regarded as “free” – are shifted to the market economy, they are generally still done by women and fetch among the lowest rates of pay, even though skilled childcare is arguably one of the most challenging and important social tasks. 

Conventional economics textbooks describe firms as producers and households as consumers. That model errs not only in failing to recognise the economy as a subsystem within a larger ecosystem and therefore failing to account properly for resource flows and waste production, but also in failing to acknowledge that households are productive units, producing goods and services that have economic and social value. We have already noted the serious policy implications of these omissions – where a 12% decline in voluntary work in Canada failed to create a ripple in the policy arena. Similarly, key work–family–life balance issues and the time stress that directly affect the quality of life, particularly of the ever growing number of dual-earner families, are regarded as personal, domestic issues rather than social policy issues. Until unpaid work is specifically valued, these key wellbeing issues will never make it onto the policy agenda.

When the flaw has been recognised, the antidote is clear – to give explicit value to unpaid voluntary and household work. New Zealand’s ground-breaking 1998–1999 Time Use Survey was a vital and essential first step in valuing unpaid work.
 To its credit, the 2003 Social Report includes measures of unpaid work, including assessments of its economic value, although the results are not yet integrated in a meaningful way to elucidate the policy implications of the findings.
 The next step is to look at New Zealanders’ total work burden (including both paid and unpaid work) by gender, culture, presence of children and other characteristics, and to turn the findings into specific policy recommendations such as more flexible work arrangements and a redistribution of paid work hours. Single mothers, who may not be able to take full-time paid work without compromising the time spent with their own children, would also benefit from the valuation of unpaid work, as its acknowledgement would strengthen the case for adequate social supports for their child-rearing role.

Omission of free time

The importance of valuing total time (rather than only paid work) reveals a fourth key flaw in GDP-based measures of progress. Market productivity gains may result in greater output or increased leisure, but the GDP counts only the former. Longer paid working hours add to GDP growth by increasing output and spending, but free time is not valued in our measures of progress so its loss counts nowhere in our accounting system. This is a crucial omission, as free time is an essential prerequisite for wellbeing and a high quality of life. Given this imbalance in conventional reporting mechanisms, it is not surprising that the substantial economic productivity gains of the last 40 years have manifested in increased output, incomes and spending, while the length of the working week has hardly changed. In fact, when the combined paid and unpaid work hours of dual-earner families are considered, there has been a decline in household leisure time during this period.

Omitting the value of free time from our measures of progress again has particularly important implications for the changing role of women in the economy, who have entered the paid workforce in growing numbers without a corresponding decline in their share of unpaid work. Indeed, Canadian time-use surveys demonstrate that women have experienced an increase in their total workload, higher rates of time stress and an absolute loss of leisure time, with working mothers registering the highest rates of time stress among all demographic groups.

Interestingly, the failure to value leisure time is directly related to natural resource and environmental health. Rapid economic growth and the quest for material gain have been the major anthropogenic forces fuelling ecological degradation, including the depletion and deterioration of vital natural resources and the dangerous warming of the planet. Re-examining work patterns in industrialised nations to value increased leisure as a key to wellbeing rather than income growth alone can potentially make a vital contribution to ecological health and stability by reducing the pressures on our natural resource base.

Again, once the flaw in GDP-based measures of progress is recognised, the antidote is obvious – even though few alternative indicator systems (and none to date in New Zealand) have adopted it. This is to value free time explicitly and assess the degree to which it is expanding or contracting. The measurement tools to do this are now available in the form of time-use surveys – which are the best way to measure unpaid work, free time and total daily time use. In fact, it can be argued that there is no better window on quality of life than a time-use survey, as it reveals how New Zealanders spend the 24 hours of their day – how they balance their work and life, how much voluntary work they do, how they spend their leisure time (including how much television they watch) and the degree to which they are physically active. Again, bearing in mind MSD’s request for advice on “next steps”, a key GPI Atlantic recommendation is for Statistics New Zealand to undertake a second time-use survey to assess trends since its initial 1998–1999 survey, and then to undertake these surveys regularly.

We take this opportunity to commend the Ministry of Social Development for its intention to include the value of leisure as a social outcome in future Social Reports. Appendix 1 of the Social Report 2003 notes:

Leisure is a good social outcome in and of itself. People value leisure and are prepared to trade off some level of economic good to have leisure time. Leisure is an important contributing factor to other desired social outcomes including health, social connectedness, and cultural identity … Future social reports will include both general wellbeing and leisure as outcome domains …

The failure to account for equity

A fifth key flaw in GDP-based measures of progress is that the GDP tells us how much income the economy generates, but tells us nothing about how that income is shared. Because it does not account for income distribution, GDP growth may mask growing inequality. The GDP may rise substantially, as it did in most industrialised countries in the 1990s, even while many people are getting poorer and experiencing an actual decline in real wages and disposable income. The benefits of what experts refer to as “strong” and “robust” economic growth, based on GDP measurements, may be distributed very unequally. The trend towards rising inequality in a period of strong economic growth has been even more pronounced in the US than in Canada or New Zealand.

Here, the antidote is to measure progress towards greater equity, as the 2003 Social Report does through both quintile ratios of income inequality and assessments of the proportion of the population with low incomes and low living standards.
 There are technical issues involved in some of these measurements (such as potential use of the GINI coefficient to measure inequality), but again the key GPI Atlantic recommendation for New Zealand’s next steps has to do with better integration of these equity measures with other elements of the new indicator systems. In other words, the greatest need now is to see the systemic nature of the linkages and relationships among what are currently presented as large numbers of diverse but largely unconnected variables.

To give just one example here, equity issues are directly linked to sustainability issues in many ways – and it would be a remarkable step forward for New Zealand to join together its social reporting with its sustainable development reporting, currently the purview of at least two separate government agencies. Globally, for example, 20% of the world’s people account for 86% of total private consumption expenditures, while the poorest 20% account for just 1.3%. The richest one-fifth consumes 58% of total energy, the poorest one-fifth less than 4%. The richest one-fifth consumes 84% of all paper, the poorest fifth 1.1%. The richest one-fifth own 87% of the world’s vehicles, the poorest one-fifth less than 1%. Similarly, high-income groups and countries emit more greenhouse gases and produce more waste than low-income groups. 

However, the chapter on consumption and resource use in Statistics New Zealand’s Monitoring Progress Towards a Sustainable New Zealand confines itself to total national consumption, resource use and waste production without acknowledging the equity dimension of these indicators. Instead, the Sustainable New Zealand report includes equity considerations in a separate chapter on “Living Standards and Health”, without connecting the two themes.
 Thus, Statistics New Zealand’s reporting does not systematically address the disparities and differing levels of environmental impact by income group and therefore implicitly absolves higher-income groups from their greater responsibility for resource use and waste production. This lack of integration again blunts the policy initiatives that could potentially achieve the greatest reduction in environmental impacts.

Again, measures now exist that make this integration possible. Well-acknowledged indicators of income distribution and low income are used in all three of New Zealand’s major indicator initiatives (The Social Report 2001 and The Social Report 2003, Monitoring Progress Towards a Sustainable New Zealand and Quality of Life in New Zealand’s Six Largest Cities). However, relatively newer tools like ecological footprint analysis now make it possible to relate resource consumption, waste production and impacts on the environment directly to income disparities. 

Even from a purely environmental standpoint, the ecological footprint is an essential complement to natural resource accounts, as the latter tend to approach sustainability from the supply side while the footprint measures the environmental impact of consumption patterns and therefore adds the essential demand side to the equation. While resource accounts ipso facto tend to place responsibility for sustainable development largely on the shoulders of producers (farmers, foresters and fishermen are expected to harvest more sustainably), ecological footprint analysis spreads the burden of responsibility to all consumers, and particularly to the largest consumers.

Interestingly, even though Statistics New Zealand’s report does not include a footprint analysis, New Zealand is particularly well placed to lead the way in this field, as it is the first country in the world to have calculated an ecological footprint using new and more accurate methods than those hitherto available. A ground-breaking study undertaken by Kathryn Bicknell and her colleagues at Lincoln University used input-output tables to calculate a New Zealand ecological footprint.
 Interestingly, the New Zealand analysis used an entirely different method from the original methodology proposed by William Rees and Mathis Wackernagel at the University of British Columbia, but produced comparable results to the original analysis. Although major methodological challenges remain, sufficient groundwork has been done to begin using this important measure to assess the equity dimension of sustainable development. 
These shortcomings and others led to a joint declaration by 400 leading economists, academics and leaders, including Nobel Laureates:

Since the GDP measures only the quantity of market activity without accounting for the social and ecological costs involved, it is both inadequate and misleading as a measure of true prosperity … New indicators of progress are urgently needed to guide our society … The GPI is an important step in this direction.

II
The GPI:
Purposes, Principles and Limitations

3. Why the GPI?

There are many excellent quality-of-life and sustainable development reporting mechanisms, of which New Zealand’s are today among the best available. A selection of other wellbeing indicator initiatives both in Canada and beyond is provided in the appendices. In our detailed literature review in 1996–1998, we reviewed a wide selection of these indicator initiatives and alternative measurement and accounting systems from throughout the world. We were very impressed by the extraordinary developmental work that has taken place in the last 25 years – both in refining and improving methodologies and in creating the databases that can now be used to populate the new indicators with reliable data. Of all the excellent frameworks available, why then did we choose to develop a Genuine Progress Index?

3.1 
Quality-of-life indicators

First, we noted in our review of existing work that many excellent quality-of-life indicator initiatives existed as satellites, circling in their own orbits at some considerable distance from the core economic measures of progress that still determined the policy agenda. These initiatives frequently criticised the economic growth measures for their narrowness, inadequacy and limited capacity to describe social wellbeing, but they met this challenge by advocating additional social and environmental indicators that were missing from the existing suite of economic indicators. In other words, they saw their work as “adding on” to an acceptable existing set of economic indicators by filling out gaps in social and environmental reporting. 

While their detailing of omissions was largely accurate, we saw that this critique did not go far enough. It did not expose the flaws in existing measures of progress or the ways in which these measures sent misleading messages to policy makers. In fact, many of these initiatives largely accepted the validity of the existing economic growth measures, but felt that they did not tell the whole story and therefore needed elaboration and embellishment. A considerable and very important literature on social indicators arose from this movement. At their best, quality-of-life reporting initiatives sometimes succeed in eliciting from politicians concrete commitments to meet social targets specified by the indicators – an important achievement that improves democratic accountability. 

But we also noted that these quality-of-life indicators rarely succeed in penetrating the policy arena in any meaningful way – largely because they do not effectively challenge the existing core measures of progress, which have continued to hold sway. Because these indicators are rarely joined in a coherent framework themselves, they do not provide the analytical tools to evaluate the policies and conclusions that flow from GDP-based measures of progress.

Analysing the literature, we felt that these quality-of-life measures missed one key characteristic of the standard economic indicators – that they were not just indicators or measures of progress, but a system of accounts designed to record and track all major economic transactions (income and expenses) and thereby to assess the economic health of a jurisdiction. We noted that some of the new measures went beyond the formulation of additional indicators to deal directly with the accounting mechanisms of Government. We saw that this approach not only goes deeper than the simple indicator approach from an analytical and policy perspective, but has the added advantage of providing a unifying and integrating framework in which social, economic and environmental variables can be linked in a meaningful and coherent way.

As expressed by the Australian Bureau of Statistics:

The accounting framework approach presents social, economic and environmental data in one unified system of accounts, measured in various units. Potentially this is a powerful tool for analysts, and a detailed set of accounts will complement indicators.

However, the Australian Bureau of Statistics acknowledges that “Australia is still a long way from being able to develop such a system, although some work is in train”.
 The good news is that in this field, too, considerable progress has been made over the last 25 years. 

3.2 
The development of expanded accounts

Important work in developing expanded economic accounts that include critical social and environmental variables has been undertaken by the World Bank, OECD, United Nations, World Resources Institute, and other international organisations, and by some national statistical agencies in the Netherlands, Canada and elsewhere, and also by leading research institutes and distinguished economists. The Dutch System of Economic and Social Accounting Matrices and Extensions (SESAME) is acknowledged as “one of the most mature sets of integrated accounts”.
 

Even the internationally accepted guidelines in The System of National Accounts 1993 now suggest that natural resources be incorporated into national balance sheet accounts and that governments develop a “satellite system for integrated environmental and economic accounting”, and a satellite account to measure the value of unpaid household work. 

In line with this recommendation, Statistics Canada, in December 1997, released its new Canadian System of Environmental and Resource Accounts (CSERA), which consist of natural resource accounts linked to the national balance sheets, material and energy flow accounts linked to the input-output tables, and environmental protection expenditure accounts.
 Statistics Canada has sponsored an international conference on the measurement of unpaid work, produced its own extensive valuations of household work, and developed a Total Work Accounts System (TWAS), which includes both paid and unpaid work.
 Every 6–7 years, an extensive time-use survey is now part of Statistics Canada’s General Social Survey, and the results can be integrated into the Total Work Accounts System.
 Other Canadian agencies are also moving in the direction of integrated measures, even though they do not use an accounting framework. Human Resources Development Canada, for example, has issued an integrated Index of Social Health for all the provinces and for the country as a whole.

Important work using an accounting framework has also been done outside government. Some composite indices, like the Measure of Economic Welfare (MEW), the Index of Sustainable Economic Welfare (ISEW), the Genuine Progress Indicator (GPI), and the Index of Economic Well-being (IEW), incorporate up to 26 social and environmental indicators, including unpaid work, income distribution, changes in free time, and valuations of natural capital and the durability of consumer goods.
 These indices also distinguish direct contributions to economic welfare from defensive and intermediate expenditures and from economic activities that produce an actual decline in wellbeing. There have been continuing improvements in methodologies and data sources in recent years, and excellent models are now available for application.

In fact, the current interest in social indicators, expanded accounting mechanisms and comprehensive measures of progress owes a strong debt to pioneers in this field in the late 1960s and early 1970s, who recognised the limitations of the GDP and sought to go beyond them. Nordhaus and Tobin’s Measure of Economic Welfare, for example, went beyond simple indicators and sought to expand the very definition of national wealth. These efforts led to the development of new measurement instruments, which still today form the basis of current work in this field. 

At that time, in the early 1970s, these pioneers’ understanding of the potential importance of expanded social accounts, time-use surveys, environmental quality indicators, natural resource accounts and other measures was not matched by the availability of data in these fields. The early recognition of the importance of valuing natural resources, for example, initiated the process of gathering data that did not exist at the time. The work of Andrew Harvey and others in constructing the first standard time-use surveys, the development of state-of-the-environment reporting in the same era, the construction of systematic forest inventories, and the emergence of important social indicator measurement tools have now produced and made available the actual databases that make the GPI possible. 

For the first time, 10- and 20-year time series for social and environmental indicators can actually be created. In short, the construction of an actual policy-relevant GPI at this time should not be seen as a “new” phenomenon, but as a natural evolution of earlier work in the field.

3.2.1 
The capital accounting model

As part of the Canadian National Roundtable on the Environment and the Economy’s Environment and Sustainable Development Indicators Initiative (ESDI), Robert Smith and Claude Simard of Statistics Canada developed a number of documents outlining a framework based on the concept of “capital”. The Australian Bureau of Statistics is doing ongoing work using a similar framework, as is GPI Atlantic. 

New Zealand Statistics also discusses the capital model in the appendix to its report Monitoring Progress Towards a Sustainable New Zealand and, to its credit, goes beyond conventional explications of the model to include the concept of “cultural capital”, which has particular relevance to New Zealand circumstances and conditions. 

The capital approach recognises that a society’s actual assets and wealth transcend the produced and financial capital that are accounted for in the conventional economic statistics. A society’s total wealth also includes:

· its natural resources – water, forests, soils, fish stocks, mineral and energy deposits
· its human resources – the health, education, skills and time of its population
· its social resources – its communities and the networks of organisations, associations and formal and informal bonds that enable its citizens to act in concert
· its cultural resources – “the set of values, history, traditions and behaviours which link a specific group of people together”.

Statistics New Zealand cites the definitions of natural, economic, social and human capital offered by the Organisation for Economic Co-operation and Development (OECD):
· environmental or natural capital consists of “the renewable and non-renewable natural resources which enter the production process and satisfy consumption needs, as well as environmental assets that have amenity and productive use, and are essential for the life support system”
· economic or human-made capital consists of “the produced means of production like machinery, equipment and structures, also non-production related infrastructures, non-tangible assets, and the financial assets that provide command over current and future output streams”
· social capital consists of “the networks of shared norms, values and understanding that facilitate co-operation within and between groups”
· human capital consists of “the knowledge, skills, competencies and attributes embodied in individuals that facilitate the creation of personal, social and economic wellbeing”.

As Robert Smith of Statistics Canada correctly notes, human development (comprising human, social, economic and cultural capital) is completely dependent on the services provided by natural capital. If this were presented graphically, the different forms of capital would not, therefore, stand alongside one another. Rather, human development, with its associated forms of capital, exists within the larger sphere of natural capital, which provides:

· the resource flows that power the human economy and society
· the life-support services on which human survival depends
· the capacity to absorb and assimilate the wastes generated by human society.
Statistics New Zealand represents this relationship graphically through an ecological model of sustainability that shows the economy within a larger society, which is itself contained within an encompassing environment.

From the perspective of a capital approach, natural, human, social and cultural capital are subject to depreciation, just like the plant and equipment of factories, and they require periodic re-investment to maintain and enhance their value. Depreciation of all forms of capital can occur in two forms – through quantitative depletion and through qualitative degradation, both of which in turn may affect economic productivity. Thus, a worker may die prematurely due to smoking, or he may become ill and suffer disability and absenteeism. Over-harvesting may deplete forest wealth, and loss of old and diverse forests may degrade its value. Dropping out of high school and skills loss can both diminish the value of human capital. Assimilation or a decline in Māori language use or knowledge of indigenous history represents a depreciation of cultural capital. 

Conversely, health promotion and disease prevention initiatives, education, strengthening Māori cultural institutions, forest restoration and natural resource conservation are seen as investments in this paradigm, rather than simply as costs, as they are in conventional accounting mechanisms.

An expanded capital model therefore recognises that natural, human, social and cultural capital measures should be assessed in addition to measures of produced and financial capital, economic wellbeing, livelihood security and socio-economic status. In theory at least, and increasingly in practice, depreciation of all these forms of capital is measurable and, in many cases, quantifiable. Those measures in turn allow assessment of new investment needs, which in turn allows estimates of projected rates of return on investment. This approach, therefore, has the added advantage of allowing policy makers to assess the potential long-term returns on investment in all these forms of capital, and thus to compare alternative interventions with a view to achieving the best results. 

This capital model constitutes the basic framework of the Nova Scotia GPI, and its components are therefore called “accounts” rather than other designations that may be more appropriate for social and quality-of-life reporting mechanisms. The GPI framework also distinguishes the primacy of natural capital from other dependent and human-based forms of capital, as described above. Like other forms of capital, the fundamental approach used in all GPI natural resource accounts is to value resources as natural capital assets that perform a wide range of interconnected ecological, social and economic functions, and provide both direct and indirect services to human society and the economy. These assets are also subject to depreciation, just as manufactured capital is, and they require periodic re-investment. 

However, this approach has two important caveats that are related to the distinction made above between natural capital and other forms of capital. First, unlike manufactured capital, the services provided by renewable natural capital can be sustained indefinitely over time, and there is therefore no inherent reason for forests, soils, fisheries, air quality and water resources to depreciate if they are used responsibly. Secondly, again unlike manufactured capital, lost ecosystem services are frequently irreplaceable (as, for example, when species become extinct). Therefore, while it is completely appropriate to consider resource depletion and degradation as a depreciation of value from an economic point of view, renewable resources do not have to depreciate – and when they do, the stakes can be very high. 

For an elegant summary of the expanded capital approach, please see pages 15–16 of the National Round Table’s State of the Debate report Environment and Sustainable Development Indicators for Canada (excerpt attached as Appendix A). For more details on the approach, see also the following National Round Table documents, which are all available at their website.

· Robert Smith, Claude Simard and Andrew Sharpe, A Proposed Approach to Environment and Sustainable Development Indicators Based on Capital (January 2001).
· International Institute for Sustainable Development, Review Paper on Selected Capital-Based Sustainable Development Indicator Frameworks (December 2000).
· NRTEE Indicators Overview Paper: Stakeholder Workshop (28 March 2001).
· Centre for the Study of Living Standards, Proposed Framework on Human Capital Indicators (23 February 2001).

3.3 
The Genuine Progress Index

In October 1995, a ground-breaking article appeared in the Atlantic Monthly entitled “If the GDP is Up, Why is America Down?”.
 The article provocatively exposed the flaws inherent in using GDP-based measures of progress, as described above, and proposed a new measure – the Genuine Progress Indicator (GPI), which “includes more than twenty aspects of our economic lives which the GDP ignores”. The GPI itself was based on the earlier Index of Sustainable Economic Welfare (ISEW), presented by Herman Daly and John Cobb in their book For the Common Good.

In its own accounting procedures, the GPI provided monetary valuations of unpaid work, subtracted defensive expenditures that did not signify a net improvement in wellbeing, and counted crime, pollution, accidents, natural resource depletion and other liabilities as costs rather than gains to the economy. By monetising all its measures, the GPI provided a comparative tool that allowed a direct critique of GDP-based conclusions and policies. Unlike earlier quality-of-life indicators, the GPI established a dialogue with conventional economics. The Atlantic Monthly article received widespread attention and demonstrated the power of the GPI to engage and challenge the accuracy of the existing accounting procedures and core measures of progress.

The Chief Statistician of Canada, Ivan Fellegi, requested one of his top staff members, Hans Messinger (now Director of Industry Measures and Analysis at Statistics Canada), to replicate the GPI for Canada and to analyse its methods. Messinger concluded that the basic approach and purpose of the GPI was valid, as was its critique of the limitations of GDP-based measures of progress. However, in his detailed analysis for Statistics Canada, Messinger also exposed some fundamental methodological errors in the ways the US GPI was calculated, including the confusion of stocks and flows, which distorted the results. Messinger’s critique was the starting point of GPI Atlantic’s own efforts, and Messinger himself became a close advisor to GPI Atlantic as it sought to improve on the earlier GPI efforts. Other international efforts, like that of the Australia Institute in Canberra, replicated the original US GPI approach and methods far more closely. 
3.3.1 
A single bottom line?

As a direct result of GPI Atlantic’s analysis of Messinger’s critique and of consultations with Messinger and other Statistics Canada experts, some basic decisions were made that distinguished GPI Atlantic’s approach in fundamental ways from that of the original US GPI. Perhaps most importantly, GPI Atlantic decided not to strive for a “single bottom line” GPI number, as the US GPI did, but rather to begin by developing each of the components of the index separately, using the best available methodologies for each subject area. There were several reasons for this decision.

First, the problems of weighting disparate economic, social and environmental indicators to reach a single final number appeared insuperable at that time. In the original US GPI, for example, the costs of crime were much less than the costs associated with loss of wetlands. But how is it possible to compare two such different variables, and would this weighting correspond with the perceptions of most Americans? The more we looked at different possible weighting mechanisms, the more we recognised that they were likely to undermine the credibility and validity of the measures because of their subjectivity and methodological uncertainty. 

Second, the assumptions required to reach a single bottom line would undermine our capacity to provide an accurate and comprehensive portrait of each component of the index. For example, the original US GPI excluded all defensive expenditures by governments on the grounds that they did not make a net contribution to wellbeing. Thus, the cost of crime estimate in the US GPI only counted private expenditures on crime prevention, victim losses and other personal costs. Government spending on prisons, police, courts, legal aid and so on were not counted because of the more general exclusion of almost all government expenditures. However, this would render it impossible to provide a full accounting of the true and full cost of crime to society. 

Perhaps most importantly, from a practical point of view, we questioned whether a single bottom line was very useful from a policy perspective. Clearly some factors make the GPI go up and some make it go down, but a bottom line does not provide practical information to policy makers. For a forest manager to improve harvest and management methods, he or she requires a full and comprehensive set of forest accounts, while health planners require detailed health indicators, and so on. We recognised that policy planners would find greater utility in detailed stand-alone accounts than in a bottom line estimate that might be suspect because of the assumptions on which it was based.

We did not exclude later integration of the separate GPI components in ways that established meaningful linkages between the parts, and, to that end, we adopted common methodologies and approaches that could link the components. But we decided that a bottom-up, empirical approach that allowed the results of each component to speak for themselves, rather than being conditioned or determined by overarching assumptions, would provide a sounder basis for later integration than any premature effort to construct a composite measure. 

Because we were not striving for a single genuine progress “indicator”, but rather building several sets of indicators into a future, more integrated index, we decided that the name Genuine Progress Indicator was not apropriate. However, our team liked the name Genuine Progress Index because it was free of jargon and easily understood, and because we felt that any challenge to the existing GDP-based measures of progress would be better served by one common alternative name than by a proliferation of different names. 

3.3.2 
An open architecture

We discussed our intentions directly with Redefining Progress, the architects of the original US GPI, and explained to them several of the methodological changes we were planning, based particularly on Messinger’s critique. To their credit, the Redefining Progress fellows and researchers with whom we discussed our plans were not at all defensive but welcomed and supported the changes we proposed and noted their methods should indeed be improved on over time. They also indicated that they had deliberately not trademarked the term GPI and welcomed its use and adaptation in different places, conditions and circumstances. 

The one caveat expressed by leading Redefining Progress researchers was that the GPI was distinguished from other indicator initiatives in including economic valuations in its measurements. That is, it was not content to report on crime rates, but aimed to assess the economic costs of crime; it did not stop at estimates of voluntary work and unpaid household work in terms of hours worked, but assessed the potential market value of those hours of unpaid work; it did not describe air pollution only in pollutant concentrations (parts per million or billion of SOx, CO or particulate matter), but actually attempted to assess the economic costs of pollution.

In the view of both Redefining Progress and GPI Atlantic, only such economic valuation could challenge and take issue with existing core accounting mechanisms and create an essential dialogue with the world of conventional economics. As Redefining Progress’s basic intent and understanding on this matter accorded precisely with GPI Atlantic’s own analysis, there was no fundamental problem even though our methods of economic valuation were quite different. In summary, the basic goal of the original US GPI corresponded completely with our intentions to provide economic valuations to the extent possible for each component of the index, and so we mutually agreed that there was no problem maintaining the basic name.

We were very encouraged by these responses and have adopted the same philosophy – namely that we hope that those who use our materials will not slavishly follow what we have done but improve on our methods at every step and thus advance the work. It is in that spirit that we genuinely hope MSD will use our experience to do a better job than we have, and that we will in turn learn from the New Zealand efforts. We have always stated that the GPI should never become a final, rigid product, but always adapt to the development of improved methodologies, new data sources, and additional indicators that become relevant over time. 

In summary, the architecture should remain open to continuous improvement over time, while at the same time paying attention to comparability of results over time. In other words, if new methodologies are adopted, then earlier results should be recalculated according to the new methodologies to ensure consistency of time series.

To acknowledge our debt to those from whom we have drawn inspiration, we include the following statement or an appropriate variant (depending on the subject matter of the report) in the acknowledgements of our GPI Atlantic reports and publications:

Inspiration for the Nova Scotia Genuine Progress Index came from the ground-breaking work of Redefining Progress, which produced the first GPI in the United States in 1995. Though GPI Atlantic’s methods differ in many ways, particularly in not aggregating index components for a single bottom line, we share with the original GPI the motivation to build a more comprehensive and accurate measure of wellbeing than can be provided by market statistics alone. GPI Atlantic also gratefully acknowledges the pioneers in the field of natural resource accounting and integrated environmental-economic accounting on whose work this study and the GPI natural resource accounts build.

4. The Nova Scotia GPI – basic principles

Any indicator system or framework is based first and foremost on a set of fundamental organising principles. These are the assumptions on which the entire architecture rests. For New Zealand to evaluate whether the GPI in general, and the Nova Scotia GPI in particular, can provide a useful tool for its own purposes, it must begin by assessing these basic principles. 

Beyond that, there is a wide range of particular methodologies that:

· may or may not be appropriate to New Zealand’s purposes
· depend in part on the nature of the data sources available
· are subject to improvement over time.
For example, choices may be made whether or not to include contingent valuation methods in assessing the non-market value of environmental assets, or whether to use quintile ratios, GINI coefficients, low-income rates or some combination of these to assess income inequalities. 

However, the basic principles of any indicator framework are more immutable, and determine whether or not the system as a whole has validity for New Zealand or any other potential user. For this reason, in GPI Atlantic’s view, these principles should be very explicit, and there should be no “hidden” agendas in this regard. In the Nova Scotia GPI, there are three sets of basic principles that define the meaning of “measuring genuine progress”:

1. the view of “sustainable” development
2. an explicit set of values that help answer the question “progress towards what?” and that thereby condition the indicator selection process
3. “full-cost accounting” and the economic valuation of non-market variables to both challenge and create a dialogue with conventional GDP-based measures of progress.

As we shall see below, each of these basic principles contains subsets of subsidiary principles, which flow from the original assumptions. Those subsidiary principles should also be explicit, as they directly affect the policy implications and utilisation of the measures for policy purposes. For example, the acceptance of the “precautionary principle” and the “equity principle” that flow from the view of sustainable development will determine whether or not a government uses the results of the greenhouse gas indicator to take action to reduce emissions and it will influence how those actions are targeted. 

In summary, New Zealand has to take its next steps with eyes wide open and with the recognition that the basic principles of the GPI in some key ways go beyond the social wellbeing measures used to date by MSD in its Social Reports. The GPI principles do not in any way invalidate the outstanding work done by MSD to date, which is a model for other countries. But they indicate that, at a minimum, the next steps for New Zealand involve a systemic integration of:

· its social wellbeing and sustainable development reporting
· its social and economic reporting, which in turn will inevitably send different economic signals to policy makers and constitute a more direct challenge to the country’s existing core GDP-based measures of progress. 

Because these basic principles condition New Zealand’s next steps and also the potential relevance of the GPI work to New Zealand, GPI Atlantic recommends a careful consideration of those principles as a prerequisite of further action. The GPI approach does not contradict wellbeing or quality-of-life reporting in any way, and shares with those systems the recognition that existing economic indicators are inadequate guides to policy. In fact, many of the GPI and social wellbeing indicators coincide. At the same time, the principles that follow do distinguish the GPI approach from other quality-of-life and wellbeing measures in some fundamental ways. 

To be quite explicit – from the GPI perspective, New Zealand’s Social Reports will need to: 

· move beyond reporting on “current wellbeing” to reporting on the projected wellbeing of future generations of New Zealanders, with the recognition that these two assessments may not coincide
· move beyond an indicator framework to an accounting framework that includes economic valuations based on an expanded capital accounting framework.

Because these are radical expansions of the current work of MSD, the following principles should be carefully considered.
4.1 
Sustainable development

The basic principle linking and integrating the components of these expanded accounts is the view of “sustainable development”, which reflects a concern (a) to live within the limits of the world’s and the community’s resources and (b) to ensure the long-term prosperity and wellbeing of future generations. 

The first concern directly challenges the implicit assumption of “limitless growth” that underlies conventional economic theory. When economists, politicians and journalists speak of the benefits of a growing economy, they do not generally acknowledge that limited global resources and waste absorption capacity may place finite constraints on an economy’s capacity to grow. Even Statistics New Zealand’s sustainable development report remarks that:

Economic growth is generally regarded as a necessary component of any development strategies aimed at meeting the aspirations of New Zealanders for an improved quality of life.

By contrast, scientists have noted that the natural world thrives on equilibrium and balance and rests firmly on inherent limits to growth. The only biological organisms that thrive on unlimited growth are inherently destructive, eg cancer cells, weeds and algal blooms. This is an apt metaphor and warning for a human economic paradigm that remains wedded to a doctrine of limitless growth.
 Unfortunately, we still take our cues on economic health from an accounting system that was devised at a time when natural resources were thought to be limitless and ecosystem services “free” and infinite.

Unlike measures of wellbeing based on economic growth, which implicitly assume that a rising tide lifts all boats, sustainable development measures acknowledge that there is no such thing as an indefinitely rising tide and that the metaphor seriously distorts nature’s processes. Measures based on a recognition that resources are limited therefore acknowledge that societal wellbeing is a distributional issue and that poverty will not be solved simply by producing more goods and services. This understanding is key to appreciating the equity principle that flows from this definition.

The second concern relates to inter-generational equity, which will also be discussed in more detail below. Most definitions of sustainability today are based on the 1987 World Commission on Environment and Development’s seminal definition of sustainable development:

Sustainable development is development that meets the needs of the present without compromising the ability of future generations to meet their own needs …

Just as sustainable development challenges the notion of limitless growth, the inter-generational component of the definition requires acknowledgement that today’s quality of life may well be at the expense of future generations. If the quantity and type of present resource consumption and waste production deplete or degrade the resources available to future generations, today’s wellbeing may well imperil that of our children. For example, if the burning of excessive quantities of fossil fuels today warms the planet in ways dangerous to the livelihood of future generations, then today’s wellbeing may be illusory in a longer-term perspective.

From a sustainable development perspective, therefore, next steps for New Zealand will involve going beyond the concern of the 2003 Social Report for the “current wellbeing of New Zealanders” to a concern for the wellbeing of future generations of New Zealanders. At a minimum, this involves the integration of materials from Statistics New Zealand’s sustainable development reporting on trends in resource consumption and waste production. But – even more challenging – it involves questioning whether some of the apparently positive indicators of material wellbeing currently reported may potentially signal adverse outcomes for future generations. This may even involve a fundamental re-definition of notions of prosperity and material wellbeing altogether.

The potential power of measures of sustainable development were acknowledged by Canada’s Prime Minister, Paul Martin, when he announced in his 2000 budget speech that measures of sustainable development “in the years ahead … could have a greater impact on public policy than any other single measure one might introduce”.

The principle of sustainable development involves several important sub-principles: 

· a definition of the relationship between social, economic and environmental indicators
· a long-term rather than short-term perspective
· a concern for equity – both inter-generational and intra-generational
· incorporation of a global perspective and recognition that local actions have global consequences
· a focus on demand-side as well as supply-side analysis
· the use of the precautionary principle in interpreting indicator results for policy purposes.

If New Zealand is to go the “next step”, as this report suggests, it will need to assess whether it accepts these sub-principles that flow naturally from the view of sustainable development. Each is examined briefly here.

4.1.1 
The context: ecology and economy

Conventional economic theory sees the human economy as a closed system in which firms produce and households consume. That assumption is the basis for calculating the GDP and economic growth rates on which we currently, and mistakenly, base our assessments of prosperity and social wellbeing. 

In addition to ignoring income, expense and capital items that traditionally have no market value (eg volunteer work), the conventional assumption is flawed in an even more fundamental way. The human economy is not a closed system. It exists as a subsystem within, and completely dependent upon, an encompassing ecosystem that provides vital life-support services to human society and to the economy, including climate regulation, pollination, nutrient and hydrological cycling, waste filtration and assimilation, and the wide range of products provided by natural resources. The energy and matter that enter the human economy from the ecosystem also return to the ecosystem, partly as waste. The capacity of the ecosystem to absorb that human waste in turn affects the functioning of the human economy.

Measuring sustainable development requires valuing natural capital, as described earlier, and integrating a set of natural resource accounts into our core economic indicators. That, in turn, implies a profound change in our assumptions. At first glance, the notion of “integrated accounts” could imply that economic, social and environmental factors have equal footing in our new approach to measuring progress. In truth, the change in thinking must be even more profound, recognising that the human economy is completely dependent upon resource and energy flows from the natural world. Irreversible changes that occur in natural ecosystems, such as climate change and species extinction, can seriously imperil the functioning of human economies. 

Therefore, in the GPI accounts, economic and social factors are considered as subsystems of an encompassing ecosystem, rather than simply as co-equal legs of the same three-legged stool along with environmental indicators (Figure 1).

Figure 1: A sustainable view of the relationship between economy, society and environment
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4.1.2 
A long-term perspective

A genuine integration of environmental and economic indicators requires a much longer-term view of the relationship between economic health and human stewardship of the planet than we have taken to date. Changes that happen today can profoundly affect the ecosystem and its inhabitants in 100 years, 500 years, 1,000 years and beyond, a reality that short-term current income accounting mechanisms are incapable of assessing. Only measures of progress that point to long-term prosperity rather than short-term gain can provide a genuine and accurate guide to policy makers concerned with the wellbeing of future generations as well as our own.

The capital accounting approach described earlier has the great advantage of including a longer-term perspective than current-income approaches like the GDP. A capital model recognises that depreciation may occur gradually over time and that investments may only yield returns over time. Thus, investments in population health and health promotion may take 20 years to yield results in reduced rates of lung cancer, heart disease and diabetes. Similarly, because it literally takes hundreds of years to restore a clear-cut forest to its natural state, this displacement of cost burdens to future generations requires a very long-term perspective.

4.1.3 
Equity

Both inter-generational and intra-generational equity are cited as specific characteristics of sustainability in the World Commission on Environment and Development’s seminal definition of sustainable development:

[P]hysical sustainability cannot be secured unless development policies pay attention to such considerations as changes in access to resources and in the distribution of costs and benefits. Even the narrow notion of physical sustainability implies a concern for social equity between generations, a concern that must logically be extended to equity within each generation.

Statistics Canada notes that, from this definition:
A consensus has emerged that sustainable development refers at once to economic, social and environmental needs … A clear social objective that falls out of the definition (of sustainable development) is that of equity, both among members of the present generation and between the present and future generations … It is clear that the spirit of sustainable development implies that all people have the right to a healthy, productive environment and the economic and social benefits that come with it.

There are three forms of equity of particular relevance to definitions of sustainable development:

· inter-generational equity
· intra-generational equity

· geographical equity.

Inter-generational equity

Concern that future generations have equal or greater access to the sources of prosperity is central to the very definition of sustainability and also of the economic concept of “Hicksian income”.
 The Hicksian definition of income refers to the maximum amount that can be spent on consumption in one period without reducing real consumption expenditure in future periods. This essentially requires that the productive capacity of capital be maintained so that it provides undiminished potential to support present and future generations. In other words, prosperity is measured not simply by how “well off” we currently appear to be, but by our ability to live off the interest of capital rather than by depleting capital stocks.

Excess depletion of natural resources or a decline in ecological services resulting from environmental degradation can undermine sustainability and threaten future prosperity. For example, soil erosion threatens future soil productivity, which may in turn undermine income and food security. Conversely, investment in natural capital, such as the restoration of a degraded environment, represents a current sacrifice that will likely increase future wellbeing. Whether succeeding generations are better or worse off than the present one is an economic issue as much as an environmental one. Nobel laureate economist Robert Solow has observed that this generation may be the first in North American history that will leave its children poorer than itself.

Inter-generational equity and economic sustainability are also affected by trends in net external lending or borrowing. If foreign funding, for example, is used to finance current consumption, temporary wealth in one generation can turn into indebtedness in the next when loan repayments come due. A failure to reduce debt can further produce a loss in investor confidence and a drop in currency values. In this measurement, it is important to distinguish the use of external funding for investment purposes, which can contribute to future prosperity, from that portion used to finance consumption. In the original US GPI, the latter was subtracted from the bottom-line GPI and balanced against any movement in the direction of net foreign lending that can increase capital assets in the future.

Intra-generational equity

Because sustainable development approaches acknowledge the reality of limited resources and the Earth’s finite carrying capacity, they implicitly shift the focus of attention from increases in production to distributional issues. As noted earlier, absolute and average per capita GDP can increase even as a significant portion of the population is getting poorer. 

However, unlike conventional approaches to poverty reduction, which focus almost exclusively on raising the living standards of the poor, a sustainable development approach also examines the consumption patterns of the rich. If the amount of bioproductive capacity on the planet is finite, then the overuse of resources by certain populations will leave less available for others. A sustainable development approach indicates that raising the living standards and consumption levels of the poor without curbing excess consumption among the wealthy may put an intolerable strain on the Earth’s resources and waste assimilation capacity. 

For New Zealand, intra-generational equity issues also have a cultural and ethnic component. For example, Māori and Pacific peoples have considerably lower average incomes and higher unemployment rates than the European/Pākehā population. According to New Zealand’s Economic Living Standard Index, 39% of Māori and 42% of Pacific peoples have lower living standards.
 Sustainable development implies a commitment to share existing resources more equitably rather than simply to increase production and make more resources available.

Geographical equity

William Rees and Mathis Wackernagel of the University of British Columbia have pointed out that these inequities can also occur regionally and geographically. It is possible for one region to indulge unsustainably high levels of consumption, perhaps even without depleting local resources, by “appropriating the carrying capacity” of other countries through trade. Thus, resource depletion in one area may show up as an increase in wealth in another.

Issues of intra-generational and geographical equity are clearly closely linked, and are linked to vast disparities in resource consumption. If wealthy nations and wealthy individuals consume more resources and produce more waste and greenhouse gas emissions, then their impact on the environment is proportionately greater. Globally, the 20% of the world’s people in the highest-income countries account for 86% of total private consumption expenditures, while the poorest 20% account for a mere 1.3%. This can be broken down as follows:
· the richest one-fifth consume 45% of all meat and fish; the poorest fifth consume just 5%
· the richest one-fifth consume 58% of total energy; the poorest fifth less than 4%
· the richest one-fifth consume 84% of all paper; the poorest fifth 1.1%

· the richest one-fifth own 87% of the world’s vehicle fleet; the poorest fifth less than 1%.
In a world of finite resources, the excessive consumption by wealthy individuals and wealthier regions of the globe occurs at the expense of the poorer regions and of millions living in absolute poverty. Current resource consumption by the world’s poorest citizens is frequently insufficient to meet basic needs. Of the 4.4 billion people in developing countries:

· nearly three-fifths lack basic sanitation
· almost a third have no access to clean water
· one-quarter do not have adequate housing
· a fifth have no access to modern health services

· a fifth of children do not attend school to grade five
· a fifth do not get enough dietary energy and protein (millions still die annually from chronic hunger and malnutrition).

If resources are limited, then excess consumption by the rich directly undermines the prospects for the poor. Despite our expressed concern to raise the living standard of the world’s poorest, a sustainable development approach forces us to face the hard reality that we actually need a billion human beings to live in absolute poverty without sufficient resources to sustain life and health in order to retain current consumption patterns in industrialised countries. 

This is an admittedly crude way of expressing the stark reality that raising global living standards to current levels in the wealthy countries would put an intolerable strain on the Earth’s resources. If everyone in the world were to consume at New Zealand levels, we would need four planets Earth to provide the necessary resources and waste assimilation capacity.
 From a sustainable development perspective, global ecological sustainability depends on the affluent reducing their present share of consumption so that those in poverty can meet their basic human needs.

GPI Atlantic has proposed a “spatial discount rate” to make issues of geographic equity explicit. This spatial discount rate would assess the importance we assign to New Zealand interests as opposed to the needs of other global citizens, just as we currently have temporal discount rates (based on the Opportunity Cost of Capital or Social Rate of Time Preference methods) to reflect the precedence we give to our own welfare over that of future generations. The notion of “net present value” in conventional discounting becomes “net local value” from a spatial or geographic perspective.

High spatial discount rates reflect an almost exclusive concern with New Zealand interests and wellbeing, while lower ones reflect a commitment to greater geographical equity. Similarly, lower temporal discount rates reflect a greater commitment to inter-generational equity. A zero spatial discount rate reflects a high degree of global consciousness that values distant global citizens as our own neighbours, just as a zero temporal discount rate puts our children’s wellbeing on an equal footing with our own. 

The equity test

In evaluating criteria for indicator selection, Maureen Hart proposes that any indicator that registers a gain in wellbeing for one community as a corresponding loss for another should automatically be disqualified from consideration.
 In a sense, this requirement to demonstrate “net” overall benefit applies the equity test to all indicators. Thus, for example, a decline in crime or sickness is likely to produce a net gain in wellbeing without corresponding loss elsewhere. However, an increase in material wellbeing for one country at the expense of resource depletion in another would not qualify as a valid indicator in Hart’s system.

4.1.4 
Global perspective

As the previous section indicates, a sustainable development perspective necessarily acknowledges the global consequences of local actions and the local consequences of actions taken beyond a country’s borders. Thus, we noted that local consumption practices may involve natural resource depletion far away. Even a good set of national natural resource accounts is therefore insufficient if it assesses only the local impacts of local harvesting practices. 

The reality of an interdependent world and a global economy is that local behaviour has global impacts, and that distant events affect New Zealand. For example, a rise in sea level in Tuvalu induced by global warming may prompt an influx of Tuvalu refugees to New Zealand. Similarly, New Zealand’s greenhouse gas emissions have an impact on global warming that may produce flooding in Bangladesh, while the destruction of the Amazon rainforest will affect the climate of Canada. 

In summary, a sustainable development approach will go beyond a concern for the wellbeing of New Zealanders and include a larger global perspective. Fortunately, there are measurable and quantifiable indicators like greenhouse gas emissions and the ecological footprint that are capable of measuring the global impact of local actions. Thus, from a sustainable development perspective, a reduction in New Zealand’s greenhouse gas emissions can be an appropriate indicator of wellbeing, even though the primary beneficiaries may be in Tuvalu or Bangladesh. A reduction in New Zealand’s ecological footprint is an excellent indicator of sustainability, even though the primary beneficiaries may be countries on whose resources New Zealand currently relies.

4.1.5 
Supply-side and demand-side analysis

Just like conventional economics, a sustainable development approach also implies the need for both a supply-side and a demand-side analysis. However, most sustainable development indicators, including those newly developed in Canada by the National Round Table on the Environment and the Economy, focus almost exclusively on supply-side analysis – whether, for example, a sufficient supply of renewable and non-renewable resources is available to supply the needs of both the present generation and future generations. The most common accounting procedures for such assessments are the development of natural resource accounts for forests, fisheries and marine environment, soils and agriculture, water resources, energy, and so on. These are an essential component of any sustainable development measurement framework.

Most measures of sustainable development, including natural resource accounts, implicitly place the onus for change on the producer rather than the consumer. Natural resource accounts, for example, assess whether timber, fish, agricultural products and other resources are being harvested sustainably, and they lead to recommendations for more sustainable harvesting methods (eg selection logging, restrictions on dragnet trawling, and shifts to organic farming), which require changes in production techniques. But few measures place the onus for sustainability directly on the shoulders of the consumer. Because it addresses the demand side of the sustainability equation and assesses the environmental impacts of our consumption patterns, the ecological footprint is an essential component of the Nova Scotia GPI, and a complement to other GPI components that focus on the supply side of sustainable development.

4.1.6 
The precautionary principle

From a policy perspective, perhaps the most important sub-principle of sustainable development is the precautionary principle. Without an acceptance of this principle, sustainable development indicators may be interesting from an academic perspective, but they will not affect policy in any meaningful way. The precautionary principle, now internationally accepted, basically states that lack of scientific certainty should not delay action to avert potentially irreversible damage. In various manifestations, it is now explicitly written into both national environmental legislation and international agreements. For example, the precautionary principle is an explicit component of New Zealand’s Hazardous Substances and Noxious Organisms Act.

This vital principle is relevant to a wide range of other sustainable development indicators. For example, there is no absolute certainty that climate change and its potentially catastrophic impacts are caused by the greenhouse gas emissions that are one of the by-products of fossil fuel combustion. But the probability of a link is sufficiently strong in the eyes of the 2,000 scientists appointed by the United Nations to the Inter-governmental Panel on Climate Change that the international community has committed itself to significant reductions in greenhouse gas emissions. 

The precautionary principle flows directly from the underlying principle of “sustainability” that is the unifying framework of the GPI. The essential components of any definition of sustainable development are that we live in such a way that the next generation will not be worse off than we are and that we live within the capacity of the natural world to provide essential resources and to assimilate human waste. From this perspective, the precautionary principle simply means viewing natural resource conservation, climate change and waste production from the perspective of our children rather than ourselves. If we are uncertain of the potential impact of climate change on the world that our children will inhabit, then we will act now to reduce any possible future damage rather than put our children at risk.
The precautionary principle has long been standard operating procedure for the insurance industry, which assesses premiums in accordance with potential likelihood of loss based on probability rather than causal certainty. For example, young male drivers may be assessed higher premiums, even though most will not have accidents. Just as good driving records will eventually lower premiums, it can be similarly argued that if the connection between greenhouse gas emissions and climate change is eventually disproved, fossil fuel reserves will still be available to be burned. 

If, on the other hand, greenhouse gas emissions are partially responsible for the warming of the planet, as seems highly likely, then failure to act now could have catastrophic consequences for the planet and the next generation. Therefore, the world community, including New Zealand, has recognised that simple prudence and responsibility to future generations demand immediate and concerted action. It was in accordance with the precautionary principle that the New Zealand government ratified the Kyoto Accord on 10 December 2002.

Also in accordance with the precautionary principle, scientists have recognised climate change as the most important environmental issue of the 21st century. Therefore, an index of wellbeing and sustainable development will count any reduction in greenhouse gas emissions as an indicator of genuine progress and a benefit that raises the overall index. 

This has policy implications. Because New Zealand is a small player on the world stage, whose greenhouse gas emissions, for example, account for only 0.2% of the world’s greenhouse gas emissions, its actions may have limited direct effect globally. But, in accordance with the other principles of sustainable development, New Zealanders are also global citizens obligated to do their part in tackling a global crisis. Beyond that, the power of example cannot be underestimated, and there is no reason that New Zealand cannot lead the way, as a model of responsibility, in reducing greenhouse gas emissions and urging other jurisdictions to follow suit. In summary, the precautionary principle unites the indicators of sustainable development with actions based on the measurement results.

4.2 
Values and indicator selection

We have noted that any index is ultimately normative, since it measures progress towards defined social goals. All indicators and economic valuations can therefore be seen as measurable or quantifiable proxies for underlying social values such as security, health, equity and environmental quality.
 Thus, GPI Atlantic’s complex 250-page Air Quality Accounts, for example, are really a detailed set of measurements that represent a very simple and straightforward social value – clean air. That value is itself a component of a wider goal – namely, a reduction in human impact on the environment. 

It is very important to make these normative values and goals explicit, as they serve both as the standard for measuring genuine progress and as the basis for indicator selection. Thus, to continue with our example, achieving cleaner air is measured and quantified according to two sets of criteria or indicator sets – (1) an improvement in ambient air quality and (2) a reduction in pollutant emissions. These two indicator sets serve as the measures of genuine progress for this component of the GPI. To simplify, we might say that improved air quality and reduced emissions make the index go up and a decline in either of these indicator sets makes the index go down. 

Each of these two measurement criteria is then broken down further into separate indicators for different pollutant concentrations and emissions – carbon monoxide, particulate matter, sulphur oxides, nitrogen oxides, and volatile organic compounds. Further indicators like ground-level ozone concentrations that flow from these precursors can also be added. GPI Atlantic then adds a whole set of economic valuations to these physical measures in order to assess the economic damage costs of pollution. But in all the complexity that this entails, including careful assessments of comparable results from many monitoring stations, it is crucial to remember the underlying social value on which all the measurement exercises are based – the goal of cleaner air. “Indicators” are literally just that – they are designed to indicate or point toward fundamental social objectives, and are an explicit tool that can be used to hold institutions, including Government, accountable for progress or lack of it in achieving those objectives. Indicators therefore translate accepted social goals into measuring devices that can enhance accountability.

All this may seem obvious, but explicitly stating this principle and identifying the value base of our new measures of progress and wellbeing actually constitutes a profound and fundamental challenge to current assumptions and practices. When the GDP and economic growth statistics are used to assess wellbeing and prosperity, more production, more spending and more consumption are taken as signs of progress. In short, “more” is always “better”. In the GPI, by contrast, “less” is frequently “better”. Less crime, pollution, sickness, accidents, natural resource depletion and fossil fuel combustion (the primary source of greenhouse gas emissions) are indicators of genuine progress from the GPI perspective, in marked contrast to the GDP, which counts increased spending in all these areas as a contribution to prosperity. 

Although the materialist illusion that “more” is always “better” is still pervasive, the GPI approach actually constitutes a common-sense economics that reflects universally shared social values. The GPI quite simply counts crime, pollution, sickness, natural resource depletion and greenhouse gas emissions as costs rather than gains to the economy, with reductions signifying “savings” to society and improvements in long-term wellbeing. 

Thus, it must be emphasised again that there is no escape from the normative basis of any measure of progress. When the GDP is used to assess wellbeing, it is not objective (as is generally assumed), but embodies the value that more production and more spending are always better. The GPI accounting system also has an explicit value base. In the examples above, the normative values are that less crime, less pollution, a healthier population, a stable climate and a healthy environment are “better” for human wellbeing than more crime, more pollution, more sickness, climate instability and a degraded environment. 

GPI Atlantic feels confident, as a result of 18 months of extensive consultations in 1996–1998, that its core GPI indicators represent consensus values among Canadians beyond any partisan or ideological viewpoint, and are not counter-intuitive to basic common sense. It is the unexamined assumption that the GDP and economic growth measures are “neutral” and “objective” measures of wellbeing that allows their misuse for a purpose that the architects of national income accounting never intended. Once examined closely, that false assumption quickly falls apart and the GPI values are seen as representing the common goals and shared objectives of Canadians. We feel confident that the universality of these values applies equally to New Zealand. In other words, clean air, health, safety and livelihood security are expressions of basic human needs that transcend geography and culture.

In its initial indicator selection process, GPI Atlantic attempted to ensure that each indicator set was firmly based on these fundamental consensus values. Beyond the lengthy consultations that we undertook, we also applied a political test to ensure that the indicator sets were not tinged by ideology or dogma, and could really be advanced as representative of consensus values. We asked whether any major political party of left or right would take issue with any measure of genuine progress that we proposed, and we checked whether the campaign platforms of any political party were at odds with our proposed indicators of genuine progress. 

Thus, we found that political parties on the left are more likely to emphasise green issues, but no political party on the right claimed to favour dirtier air or undrinkable water. So we felt confident that all political parties could agree that cleaner air and water were signs of genuine progress. Political parties on the right focused more on crime and law and order than parties on the left, but no party on the left would disagree that less crime is a sign of progress. Parties on the left speak more of equity and overcoming poverty than those on the right, but no political party favours higher rates of poverty. A reduction in poverty can therefore be designated a consensus value on which all factions agree. 

We recognised that governments and political parties often acted in ways that did not produce cleaner air and water or reductions in crime and poverty, and they disagreed vehemently on how those results could be best be achieved. But we were struck by the fact that the goals were identical and the fundamental values held in common. Indicators can never replace healthy political debate on how best to achieve agreed goals, but a common set of agreed outcome measures, like cleaner air and lower crime and poverty rates, can provide tremendous value in focusing that debate, and in evaluating which strategies are most successful in achieving the agreed outcomes. Indeed, broadening the range of measures and indicators to include key social and environmental objectives should stimulate more vigorous debate on issues that were previously invisible. Air quality, income disparity, rates of teenage smoking, and other social and environmental issues are not generally election issues, but a good set of indicators is a tool to hold governments accountable and to bring these issues into the political arena in a way that emphasises the common goals held by all.
One important caveat must be added here for the natural resource and environmental components of the GPI. Unlike some of the GPI social and economic components like crime and employment where impacts are more immediately felt, the impacts and costs of natural resource depletion and degradation can be subtle and long term. This lack of immediacy frequently blunts policy initiatives designed to support more sustainable economic practices. The inclusion of environmental and resource accounts in the GPI therefore requires that we transcend a narrow short-term perspective and comprehend our wellbeing in terms of impacts on our children, on future generations and on other species. 

A key value for New Zealanders proposed by a sustainable development perspective is, therefore, to leave a better New Zealand for our children. This poses a particularly acute challenge to conventional thinking, because our own prosperity may temporarily increase by expanding our consumption of the world’s resources, just as our standard of living appeared to rise in the 1980s through an expansion of government spending and debt. Again, it takes some expansion of awareness to understand that the costs and impacts of excessive current consumption will be borne by our children and by future generations, whether through debt-induced service reductions, university tuition increases, climate change damage costs or depleted natural resources. 

We are used to making sacrifices for our children. A sustainable development perspective that extends the definition of wellbeing to future generations encourages us to turn that natural impulse to sacrifice for our children’s sake into a social intention to leave a better New Zealand for future generations. 

This sustainability value is subtler and longer-term than health, freedom from crime, clean air, livelihood security and other values that spring more directly from immediate human needs. Because the connection between natural resource health and wellbeing therefore clearly requires a longer-term perspective than some other components of the new social reporting mechanisms, and because the immediacy of our narrower conventional desires frequently inhibits that perspective and undermines effective policy initiatives, a key purpose of social and environmental reporting is simply to raise awareness among ordinary New Zealanders. 

If New Zealand is to take a lead in acting responsibly to protect the world’s resources and environment and the interests of future generations, a concerted educational campaign will be necessary for New Zealanders to support actions that can become a model for the country and the world. The wellbeing indicator work is intended primarily as a contribution to that educational effort. 

In summary, a key principle of the new indicator frameworks is the gradual building of a consensus on the goals and values against which progress is to be measured. If the indicators are to penetrate the policy and public arenas effectively and to measure progress genuinely, then they must genuinely reflect the views of New Zealanders. 

From the literature, on the basis of 18 months of extensive initial consultations, and by applying the political test mentioned above, GPI Atlantic in early 1998 extracted those sets of values and goals on which it felt the broadest possible non-partisan agreement was likely. Since that time, these have come to represent quite literally the social, economic and environmental values against which we are trying to measure progress in our province, and they are the basis of specific indicator selection, with every indicator in some way reflecting these fundamental values. This is certainly not the only possible value paradigm, but we feel confident, based on our experience and the fact that we have not seen these values challenged in all our years of work, that the values presented below are reasonably universal. There are three key sets of values underlying and underpinning the Nova Scotia GPI – security, equity and environmental quality. Within each of these are several other values.

4.2.1 
Security 

From a review of many indicator studies and quality-of-life surveys, we divided the fundamental human need for security into three parts. Although security is ultimately a subjective non-market value, a few examples are given to illustrate how the measurement of “objective” factors can approximate an assessment of progress towards or away from this goal.

Physical safety

An extensive national opinion survey in British cities by a research team from the University of Glasgow found that low crime rates were the most often cited highest priority for the largest number of respondents in determining what elements were most important to their quality of life. In fact, concern with crime, both violent and non-violent, far outweighed standard economic considerations like “employment prospects” and “wage levels”, which ranked 11th and 12th out of 20 variables.
 

A social indicator framework then would regard a drop in crime rates as a measure of genuine progress, leading to a qualitative improvement in the quality of life. Linking that to the economic accounts, we consider crime a cost (not a gain to the economy as implied by GDP-based measures), with lower crime rates freeing up funds for more constructive purposes that contribute directly to social welfare. 

At $42,000 a year, it costs considerably more to keep an inmate in jail for a year than to provide him with a first-class university education. By contrast, building and maintaining prisons, hiring more security guards, and other costs of crime contribute to the GDP and register as economic “growth”. It is estimated that the OJ Simpson trial alone contributed $200 million to the US GDP, and the Oklahoma City bombing considerably more, since it produced a boom in the security surveillance and alarm industries. Thus crime costs register quite differently on a qualitative scale that explicitly recognises freedom from crime as a social value than on a strictly quantitative scale like GDP-based measures, which assume that all increased spending makes us “better off” and more prosperous.

There are clearly other aspects to “physical safety”. In the original US GPI, for example, Cobb, Halstead and Rowe measured the cost of automobile accidents as a separate indicator. In the Nova Scotia index, we are counting auto accidents as a cost as part of a broader indicator set on sustainable transportation, which includes a full-cost analysis of the true costs of automobile transportation.

Health

A second aspect of “security” is bodily and mental health. Clearly, sickness undermines the sense of wellbeing and security. Many quality-of-life indicator studies use input measures like government expenditures to assess the state of the health care system. But a more basic measure of wellbeing is whether the population is actually becoming healthier or sicker. Here our GPI approach matches that of New Zealand’s Social Reports by focusing on outcome measures, health status, risk behaviours and a wide range of health determinants. Because of the tremendous demand for health indicators, GPI Atlantic has undertaken more work on this component than on any other aspect of the GPI. Please visit our website at www.gpiatlantic.org/ publications/health.shtml for access to the broad range of health reports that we have produced to date. 

In the GPI, health and sickness, like physical safety and crime, are seen as outcomes of deeper social and economic determinants of health, and they are therefore closely linked to other components of the Index. Poverty, for example, is one of the most reliable predictors of poor health, with many studies demonstrating that low-income individuals are more likely to have poor health status and to die earlier than those with higher incomes.
 Statistics Canada found that Canadians in the lowest income households are four times more likely to report fair or poor health than those in the highest income households, and they are twice as likely to have a long-term activity limitation.

Equity is also related to health. According to the editor of the British Medical Journal:

What matters in determining mortality and health in a society is less the overall wealth of the society and more how evenly wealth is distributed. The more equally wealth is distributed, the better the health of that society.

Statistical evidence further indicates that “inequalities in health have grown in parallel with inequalities in income” and that “relative economic disadvantage has negative health implications”.

Similarly, employment not only affects income and equity, but has a demonstrated independent effect on both physical and mental health, with the unemployed consistently having worse health outcomes than those who are employed.
 In summary, while good physical and mental health is a core value in the GPI, it is not separable in practice from other values and other components in the Index. 

Beyond the determinants of health, important indicators of population health include assessments of health status and health outcomes, morbidity and mortality rates, and access to health care services. Each of these categories in turn has several indicators, so a wide range of measurable and quantifiable indicators is now available to assess improvements or declines in overall population health. 

While The Social Report 2003 has selected six key indicators of population health, we would suggest expanding this list to include at least self-rated health status, physical inactivity, and heart disease and cancer incidence. Self-rated health has been found to be a reliable predictor of health problems, health care utilisation and longevity.
 Physical inactivity has been linked to a wide range of preventable illnesses, including heart disease, diabetes 2 and some cancers. And heart disease and cancer account for about two-thirds of all deaths in industrialised countries. 

Livelihood security

Livelihood security is another core value in the GPI. Income level and employment are clearly major determinants of livelihood security, but they are not the only ones. Shifts between full- and part-time work, gain or loss of fringe benefits, length of job tenure, contingent forms of work like casual and on-call jobs, the rate of involuntary part-time work, eligibility for employment insurance benefits, and other factors contribute to or detract from the sense of livelihood security. Again, there is clearly a wide range of indicators that can be used to assess an increase or decline in livelihood security. 

This is one component of the GPI where we see great potential for aggregating and integrating a fairly wide range of indicators into a composite livelihood security sub-index. Our current intention for this component is to use the work of Osberg and Sharpe in their Index of Economic Wellbeing. While that index has some shortcomings in assessments of natural resource values, unpaid work and other assets, it is particularly strong in its assessment of livelihood security.
 For the “Economic Standard of Living” section of its Social Reports, therefore, we recommend that MSD looks at this piece of work.

4.2.2 
Equity

Equity considerations lie at the very heart of both sustainable development and social indicator approaches to progress. Thus, income inequality is a key indicator in both Statistics New Zealand’s Monitoring Progress Toward a Sustainable New Zealand and MSD’s Social Reports.

Introducing its new Canadian System of Environmental and Resource Accounts, Statistics Canada notes that:

a consensus has emerged that sustainable development refers at once to economic, social and environmental needs … A clear social objective that falls out of the definition (of sustainable development) is that of equity, both among members of the present generation and between the present and future generations … it is clear that the spirit of sustainable development implies that all people have the right to a healthy, productive environment and the economic and social benefits that come with it.

The three key dimensions of equity – inter-generational equity, intra-generational equity and geographic equity – have been described in some detail in the previous section on sustainable development, and therefore require no further explanation here. Suffice to note that equity is an explicit value in the GPI, with a reduction in disparities registering as a sign of genuine progress. 

4.2.3 
Environmental quality – investing in natural capital

The third key value set in the GPI is environmental quality. In one sense, this value is a component of the first one – security. Clearly, human security is undermined if the life support functions of the encompassing ecosystem are compromised, and it is enhanced to the degree that the human economy invests in natural capital. Environmental quality is considered separately here, however, because all three aspects of security described above pertain primarily to the human social and economic subsystem. The value introduced here is care for the larger ecosystem on whose services we depend for survival. 

This goal necessitates a bigger view, and recognises that interactions between the human economy and the ecosystem are more indirect and harder to trace than interactions within the human subsystem:

· economic–ecological interactions may be cumulative rather than linear, producing sudden changes when critical thresholds are crossed
· there may be multiple causes for one effect and a single factor (eg CFCs) may produce multiple impacts
· there may be long time lags before impacts are felt
· there may be synergistic interactions accentuating or ameliorating the effects of single causes. 

Dr Bill Freedman of Dalhousie University’s Biology Department, a pioneer in Environment Canada’s monitoring and indicator development work, has argued that environmental quality can be considered an inherent or intrinsic value, aside from its impact on the human economy. On the other hand, an index that incorporates benefit–cost analysis and assigns monetary values must attempt to trace economic–ecological interactions, even if only for policy purposes. Thus, soil erosion may be an intrinsic loss from the perspective of environmental quality, but a costing analysis will attempt to trace the economic impacts of a decline in soil productivity on crop production.

The International Society for Ecological Economics has proposed that the value of environmental quality be viewed as “investing in natural capital”. In developing the framework for the Nova Scotia GPI in accordance with the capital model described in Appendix A, we have found this designation very useful in framing the issue in economic terms and facilitating a comparison with depreciation methods applied to other capital assets.

The conceptual framework for the analysis of environmental quality in the Nova Scotia GPI, therefore, is the notion that ecosystem functions provide “ecological services” to the human economy, just as plant, equipment and infrastructure provide essential services in the production of commodities. A natural resource like a forest provides not only timber, but also protection of watershed and soil quality, air purification and climate regulation, carbon fixation, recreation and aesthetic enjoyment. Other non-market environmental resources provide services like waste assimilation, nutrient and hydrologic cycles, pollination and photosynthesis, which are essential to human survival. 

From this perspective, environmental protection is seen from an economic point of view as capital investment designed to ensure the continuation of a high quality of essential services, and environmental degradation or resource depletion is seen as capital depreciation, which may potentially disrupt the continued provision of such services. As Statistics Canada notes, “the flow of these (environmental) services (and amenities) is analogous to the flow of services provided by produced capital goods”.

Environmental quality, seen as an investment in natural capital, has three major components in the Nova Scotia GPI – ecosystem inputs or services to the economy, economic outputs back into the environment, and the combined impact of production and consumption patterns on the carrying capacity of the ecosystem. These components are represented as:

· a set of natural resource accounts for forests, fisheries, soils and agriculture, and water resources
· indicators of demand on natural capital, including pollution, greenhouse gas emissions, and waste generation and management
· an ecological footprint analysis, which assesses the impact of human consumption on the environment.

Because of the complexity of these resource and environmental indicators, they comprise fully 10 of the 22 components of the Nova Scotia GPI. While the Index might therefore seem to be weighted heavily towards environmental indicators, we found that we could not simplify or reduce the environmental quality indicators any further. Because we do not weight index components or aggregate them for a single bottom line, this emphasis should not pose a problem to analysts more interested in the social and economic components of the Index.
4.3 
Full-cost accounting

The third major principle of the Nova Scotia GPI is full-cost accounting. This refers to a form of cost–benefit analysis that includes environmental and social benefits and costs. Where possible, it attempts to monetise the value of non-market goods and services that are omitted from standard accounting procedures. The three core principles of full-cost accounting are to move from externalised to internalised costs, from non-market to market valuations, and from fixed to variable pricing mechanisms. This “full-cost accounting” approach can provide a more comprehensive description of reality than is possible with the narrow, current-income approach of the GDP. 

The use of economic valuation methods, and the linking of indicators directly with assessments of economic wellbeing, distinguishes the GPI from most other wellbeing and quality-of-life indicator systems. In addition to its basic indicator work, the Nova Scotia GPI goes a step further to assess the economic value of our social and environmental assets and to calculate their depreciation or depletion as costs. Maintenance of these capital assets (and living off the interest or services they generate without depleting the stocks) is seen as providing the basis for economic prosperity both now and in the future. As such, the Nova Scotia GPI is a step towards fuller cost accounting than is possible by valuations of produced capital alone.

Full-cost accounting is therefore a key principle in the GPI, but is not essential to other wellbeing and quality-of-life indicator systems. In the GPI, this full-cost accounting principle turns the indicators from measures of progress alone into a set of “accounts” that can be used to assess social prosperity and to track assets and liabilities in a consistent form. These new accounts attempt to provide an investment-oriented balance sheet that includes natural and social capital assets. 

Full-cost accounting also provides a highly practical form of dialogue with the world of conventional economics, and an effective tool to penetrate the policy arena. The GPI is not intended as an academic exercise but as a practical policy-relevant tool that can assist policy makers in assessing the long-term benefits and costs of alternative development and investment options. While the GPI is being developed in Nova Scotia as a macro-economic measurement instrument that can establish benchmarks of progress for the province, the GPI method also has practical utility at the micro-policy level. Therefore, for example, GPI Atlantic has applied full-cost accounting principles to specific greenhouse gas reduction scenarios to determine the most cost-effective policies. It has also used the methods to:

· assess the costs of tobacco, obesity and physical inactivity to the province
· estimate the benefits of cleaning up Halifax Harbour
· estimate the costs of crime to the province
· assess the damage costs produced by air pollution.

When policy makers are faced with a range of options, full-cost accounting methods can provide a useful tool to assist in making intelligent choices. For example, there is a wide range of potential strategies for reduction of greenhouse gas emissions. How are policy makers to determine the most cost-effective means available that will yield multiple long-term benefits to society with a minimum of cost and hardship? Unlike conventional assessment tools that are not capable of factoring long-term social and environmental impacts into the cost–benefit equation, “full-cost accounting” principles can help promote optimal economic efficiency. 

In 1992, the Nova Scotia Round Table on the Environment and the Economy urged that full-cost accounting be adopted as the essential basis of any strategy of sustainable development for the province. This has not yet happened. Instead, the continued designation of social and environmental costs as “externalities” merely shifts the burden of payment from the consumer of the product to the taxpayer and to future generations.

Nor does conventional accounting contain any incentive for the producer to conserve energy or produce more efficiently. To the degree that social and environmental impacts are not included, the market economy will function inefficiently, since there are no built-in incentives to reduce energy and transportation costs, social expenditures or pollution costs. Instead, these costs are often borne by the taxpayer, sometimes generations later.

“Polluter pay” principles, more widely accepted in actual practice in Europe than in North America, are an important step towards full-cost accounting that encourages production efficiency and reduces the clean-up cost burden on future generations. From that perspective, full-cost accounting is an essential investment in the future. The Nova Scotia Environment Act, Part One, section 2 (c) affirms “the polluter-pay principle, confirming the responsibility of anyone who creates an adverse effect on the environment to take remedial action and pay for the costs of that action”. In New Zealand, the polluter-pay principle has been adopted in regulations on genetic engineering
 and, according to the Ministry of Agriculture and Forestry, is generally applied in New Zealand agriculture.
 

The GPI recognises that there are three stages in the implementation of full-cost accounting. The first step, which the GPI attempts to accomplish, is the incorporation of social and environmental benefits and costs into the central accounting system and core measures of progress. 

The second step, which will follow naturally, is the incorporation of these benefits and costs into the tax and financial structures, so that beneficial activities are rewarded and harmful ones discouraged. An example is the gradual shift, in some European countries like Denmark, from payroll taxes (which may dampen useful economic activity) to pollution, carbon and other “green” taxes, which penalise activity that produces long-term costs. A consequence of the GPI forest accounts, for example, would be changes in the tax structure and in the silviculture credit system to reward sustainable harvesting practices and to penalise unsustainable ones. Another GPI report on greenhouse gas reduction options suggested higher road taxes for freight trucking and corresponding financial incentives that encourage rail freight. By quantifying net social benefits in monetary terms, full-cost accounting can indicate the appropriate size of subsidy or penalty required to effect such a shift.

The final step, which should follow quickly from the second step, is the reflection of social and environmental benefits and costs in the actual market price structure, so that the consumer actually pays the true cost of the products purchased. In the above analysis, a change in the tax structure as suggested would reduce the market price of sustainably harvested timber and goods hauled by rail and increase the price of unsustainably produced and transported goods. These steps would not only increase market efficiency by encouraging producers to reduce energy and other costs, but would also decrease the burden on taxpayers and the need for external regulation of the market.

What the GPI is not – limitations and misinterpretations

Just as the GDP has been misused as a measure of progress, there are also several potential misinterpretations of the GPI and misuses of the data it presents. These are discussed in more detail in our reports, but it may be helpful to list some of the major issues here, which also apply to use of New Zealand’s Social Reports, municipal quality-of-life reporting and sustainable development reporting.

5.1 
Not a replacement for the GDP

First, the GPI and the new wellbeing indicator systems are not intended to replace the GDP or the economic growth statistics. The GDP will undoubtedly continue to function for the purpose for which it was intended, as a gross aggregate of final market production. It is not, therefore, that the GDP itself is flawed. It is the misuse of the GDP as a comprehensive measure of overall progress that is being challenged, and it is this need that both the GPI and New Zealand’s new social reporting mechanisms attempt to address.

Actually, the GPI is much more vulnerable to this misunderstanding and confusion than New Zealand’s Social Reports, because the GPI does use economic valuations and accounting procedures that present a very different understanding and interpretation of prosperity than those conveyed by GDP-based measures. So it is tempting for enthusiasts to want to jettison the GDP and replace it with a better system. This is a big mistake.

Identifying omissions from our measures of progress, such as the value of health, education, unpaid work, free time and natural resources, does not imply that the GDP itself should be changed to include these assets. The purpose of the GPI is not to suggest that unpaid work and non-market forest values, for example, should be included in the GDP, or that the costs of crime, water and air pollution, and climate change damage be subtracted from the GDP. Nor do the GPI natural resource accounts and environmental quality valuations recommend the creation of a “green GDP”, or “net domestic product”, which subtracts defensive expenditures on environmental protection. This can be done, but it is not the purpose of the GPI. 

Rather than suggesting changes to the GDP, the GPI in effect adopts a qualitatively different approach. While the GDP is a current income statement, the GPI presents a balance sheet of social, economic and environmental assets and liabilities and reports the long-term flows or trends that cause our assets to appreciate or decline in value. It is only our current obsession with short-term GDP growth trends, and our equation of that growth with economic health, that are misplaced. The GPI seeks to “put the GDP in its proper place” rather than to abolish or change it. If the GDP is simply used for the purposes its architects intended – as an aggregate measure of the value of goods and services revealing the size of the economy – then there is no problem with the GDP per se.

The authors of the original US GPI suggested that misuse of the GDP is analogous to evaluating a policeman’s performance by adding up the total quantity of street activity he observes, with no distinction between dog walkers, car thefts, children playing and assaults.
 Just as we expect more of our policeman – eg the capacity to distinguish benefit from harm – so we need a performance measurement capable of distinguishing the benefits and costs of economic activity. To extend the metaphor, the GDP is still necessary, just as the quantity of street activity is still important in order to decide where to deploy the policeman most effectively. But once deployed, effective policing and effective policy can only be judged by qualitative criteria.

5.2 
Limitations of monetisation

Second, the GPI assesses the economic value of social and environmental assets by imputing market values to the services provided by our stock of human, social and environmental capital. But this imputation of market values is not an end in itself. It is a temporary measure, necessary only as long as financial structures, such as prices, taxes and monetary incentives, continue to provide the primary cues for the actual behaviour of businesses, consumers and governments.

Monetisation is only a tool to communicate with the world of conventional economics, not a view that reduces profound human, social and environmental values to monetary terms. It is a necessary step, given the dominance of the materialist ethic, in order to:

· overcome the tendency to undervalue the services of unpaid labour, natural resources and other “free” assets
· make their contribution to prosperity clearly visible
· bring these social and environmental assets more fully into the policy arena.

Monetisation also serves to demonstrate the linkages and connections between non-market and market factors, such as the reality that depletion of a natural resource will eventually produce an actual loss of value in the market economy. But monetary values should never be taken as a literal description of reality.

5.2.1 
Economic valuations always based on prior physical valuations

In order to separate ends from means, and to ensure that the economic valuations are seen in their correct perspective, it is a fundamental principle of the GPI that economic valuations and efforts at monetisation are always based on, and point towards, underlying physical indicators. Furthermore, it is these prior physical indicators, not the derivative economic valuations, that are the measures of progress. In fact, the use of economic valuations to assess progress can be highly misleading and send ambiguous signals. For example, as described in more detail below, increased expenditures on pollution clean-up can be regarded as either positives or negatives in assessing economic health – depending on whether they are assessed from the perspective of past damage or future environmental health. The derivative nature of the economic valuation process, and the necessity for prior assessment of physical indicators, is so important to avoid misuse and misinterpretation of the GPI that some concrete examples are given here.

Thus, GPI Atlantic’s reports on the value of unpaid work presented time-use valuations first as the basis of the secondary and dependent, monetary valuations. In fact, the fundamental physical units of measurement in assessments of the value of unpaid work can be either hours of work (from the input perspective) or goods and services provided (from an output perspective). On the basis of time-use survey results, we found, for example, that Nova Scotians put in about 140 million hours of voluntary work per year. Increases or decreases in voluntary work are assessed on the basis of these hours. Then, as a secondary set of valuations, we asked the question “What would these volunteer hours be worth if the same work were performed for pay in the market economy”, and we found that Nova Scotians contribute the equivalent of $1.9 billion in voluntary time each year, equivalent to nearly 10% of the value of the province’s GDP. 

But the purpose of this dollar valuation is purely strategic. Voluntary work, after all, is performed out of generosity and care, and without any expectation of monetary return. It might even be argued that putting dollar values on voluntary work demeans it and compromises its altruistic purposes and motivations. However, in the reality of a world where value and worth are assessed by monetary valuations, the purpose of monetisation is simply to draw attention to the enormous value and contribution of volunteerism to society and to the wellbeing of its citizens. Without that technique, the voluntary sector remains invisible in our conventional GDP-based measures of progress and does not get the attention and support it needs. 

Monetisation, therefore, can have tremendous strategic value. When the Premier of Nova Scotia recently presented the annual “Volunteer of the Year” awards, the hosting volunteer organisations introduced him on the podium with the presentation of a huge replica cheque made out for $1.9 billion representing, as they told him, “the contribution of Nova Scotia’s volunteers to this province”. So monetisation is a useful “technique”, but it should never be confused with the underlying physical indicators on which it is based.

Similarly, GPI Atlantic’s study of the costs of crime first presented a detailed analysis of trends in crime rates (the underlying physical indicator) as the basis of the secondary, dependent monetary valuation of the costs of crime. Likewise, in the GPI natural resource and environmental accounts, physical accounts always precede and form the basis for the subsequent monetary accounts. In the GPI Air Quality Accounts, for example, ambient air quality measures and emissions data are presented first as the basis for assessing the damages and economic costs of air pollution. 

In every GPI component, secondary (derived) monetary values are therefore always dependent on primary physical valuations and have no inherent reality in their own right. They should always be understood as simple strategies to bring neglected physical realities onto the policy agenda. One could literally remove all the economic valuations in the GPI and still be left with a fine set of wellbeing and sustainability indicators and measures of progress that stand on their own feet. Of course, then it would not be a GPI, and would much more closely resemble New Zealand’s current social and sustainable development reporting mechanisms. But it is important to emphasise this point to indicate that the GPI is not at odds with other social reporting mechanisms, and that its economic valuation procedures are essentially “add-ons” that are entirely dependent on those underlying physical indicators.

5.2.2 
Beyond economic valuation

As the grip of market statistics on the policy arena is gradually loosened, the desired direction for the GPI is to outlive its usefulness and to return to the direct use of time, environmental quality and social indicators in decision making. This will also allow for greater accuracy and precision than will relying on derivative economic values. This is also one reason for including an ecological footprint analysis in the Nova Scotia GPI, even though it is the one component of the index in which no attempt at monetisation is made. The use of land values is actually a far more direct method of assessing environmental impacts than the use of monetary values.

While the assignment of monetary values to non-market assets may appear absurd and even objectionable, society does accept court awards for grief and suffering and insurance company premiums on life and limbs as necessary measures to compensate actual human losses. We pay higher rents for dwellings with aesthetically pleasing views and we sell our time, labour and intelligence often to the highest bidder. Similarly, in a world where “everything has its price”, monetising social and environmental variables currently assigns them greater value in the policy arena and provides a more accurate measure of progress than excluding them from our central wealth accounts. For that reason, and to draw attention to vital assets that would otherwise remain hidden, the GPI social, environmental and natural resource accounts do use monetary values wherever possible.

Ultimately, however, it must be acknowledged that money is a poor tool for assessing the non-timber values of a forest, the costs of pollution or global warming, the value of caring work, the quality of education, or the fear, pain and suffering of a crime victim. A materialist criterion cannot adequately assign value to the non-material values that give life meaning. 

Eventually, therefore, the GPI itself should give way to multi-dimensional policy analysis across a number of databases. New Zealand’s Marilyn Waring, of Massey University in Auckland, suggests a central triad of indicators – time-use studies, qualitative environmental assessments, and market statistics – as a comprehensive basis for assessing wellbeing and progress.

In the meantime, and only so long as market statistics dominate our economic thinking and our policy and planning processes, the GPI can provide a useful tool for communication between the market and non-market sectors. By pointing to important linkages between the sectors, the GPI itself can provide a means to move beyond monetary assessments towards a more inclusive and integrated policy and planning framework.

5.3 
Not a final product – acknowledging methodological challenges

Third, the GPI is not designed to be a final product, but it is a significant step in the direction of more comprehensive measures of progress than are currently in use. The GPI itself, along with reporting mechanisms like New Zealand’s Social Reports, should always be seen as works in progress subject to continuous revision, improvement in methodologies and inclusion of additional variables. These social reporting mechanisms will continue to evolve in form and content with further research, the development of new methods of measurement and the availability of improved data sources. Given these caveats, all methodologies, indicators and interpretations and viewpoints based on those methods and indicators in the New Zealand or GPI reports should be designed to raise important issues for debate and discussion rather than presented as definitive or final products, conclusions or prescriptions. This may seem obvious, but it needs to be stated explicitly because the GDP does have a fairly fixed, defined and consistent form, and it is tempting to match that definitiveness with a fixed set of social reporting indicators, tools and methods.

However, we are still in an evolutionary stage in social indicator reporting, and we still have many problems to resolve and challenges to overcome. In our experience, this openness to change does not detract from the power of social reporting, but we should acknowledge the depth and extent of work that still lies ahead in this field. For example, the GPI researchers have wrestled long and hard with definitions of “defensive expenditures” and the degree to which these might be interpreted in measures of progress, negatively as surrogate values for past damages incurred or alternatively as positive investments in environmental restoration. In other words, are more defensive expenditures a sign of progress or not? Or do the indicators of genuine progress themselves need to be based squarely on the physical indicators themselves and separated entirely from the secondary economic valuations? We came to the conclusion that the latter option offers the only viable solution, but only after considerable (and unsuccessful) efforts to use the economic valuations to assess progress. 

High expenditures on restorative forestry are, for example, both a cost of prior excess and neglect and a positive sign that concerted efforts are being made to take necessary action. Similarly, the control costs necessary to reduce air pollutant emissions signify both a degraded resource and a determination to improve air quality. For this reason, the actual quantity of defensive expenditures is not easily interpreted as a measure of progress, and it is preferable to base such assessments and annual benchmarks on the core physical indicators that are the basis for subsequent economic cost–benefit analyses. 

Similarly, much more work needs to be done on separating resource stock accounts from flow data like harvesting rates, and on distinguishing relative progress towards greater sustainability, which refers to changes in human activity, from a more absolute standard of sustainability based on nature’s own balance and capacity to support human activity. For example, attainment of the internationally agreed Kyoto targets, a sure sign of relative progress, will not prevent the further atmospheric accumulation of greenhouse gases or the acceleration of global warming trends. The more absolute standards require difficult assessments of sustainability thresholds and ecosystem “carrying capacity”. Rees and Wackernagel have made that leap towards assessments of global carrying capacity in constructing the ecological footprint paradigm, but they admit that their analysis does not include several key elements, including the sustainability of current harvesting methods.

Rather than offering any pretence of a definitive answer to these and other challenging questions, GPI Atlantic hopes that its natural resource, environmental quality and social accounts stimulate further productive debate among researchers that will allow for ever-greater clarity and accuracy in future updates of the work. We have a lot to learn from social reporting initiatives in New Zealand and elsewhere. Reviewing the package of New Zealand materials and documents listed in the appendices prior to constructing this report provided very useful material that we can use in our own future work. In summary, GPI Atlantic is not wedded to any particular method of measurement or to any final assessment of results, but seeks to improve both its accounting methodologies and the accuracy of its results over time in accordance with both the constructive feedback its own work receives and its evaluation of best reporting practices elsewhere.

5.4 
Valuing non-market variables is not a precise science

5.4.1 
The importance of ranges and explicit assumptions

Fourth, it must be acknowledged that the economic valuations of social and environmental variables are not precise. Any attempt to move beyond simple quantitative market statistics to the valuation of goods and services that are not exchanged for money in the market economy will produce considerable uncertainty. In the GPI report on the economic value of unpaid household work, for example, six different valuation methods were compared, each producing different aggregates. Given this level of uncertainty, GPI Atlantic’s experience is that two features of economic valuation are essential, if not to overcome the imprecision, then at least to make it completely transparent. 

· Firstly, every non-market valuation is based on assumptions about the nature, function and value of services provided by non-market goods and services, and about the impacts, losses and costs that would likely be incurred if those services ceased to exist or were diminished. These assumptions should be made completely explicit, so that readers can adjust economic values upwards or downwards according to their acceptance or disagreement with the stated assumptions.

· Secondly, it is advisable to present a range of estimates for every valuation rather than a single number, indicating the differences between the assumptions governing the low-end and high-end estimates. Presenting a range of possible estimates further acknowledges very explicitly the uncertainty and imprecision of the valuation process.

In the GPI Cost of Crime report, for example, a range of cost estimates was presented from the most conservative measurements (based primarily on quantifiable market costs like police, prison, and court costs and victim losses in police-reported crimes) to more comprehensive estimates (eg estimated costs of unreported crimes, Retail Council estimates of retail “shrinkage” due to shoplifting and employee theft, losses of unpaid production, and the grief and suffering of crime victims). Because each one of these costs was separately quantified, and the methods of estimation transparent for each variable, analysts can choose to include or exclude cost categories according to their own understanding.

One of the strongest influences on long-term valuation estimates, like the potential damage costs of greenhouse gas emissions, is the choice of discount rate, which, in turn, depends on subjective assumptions about the importance of future benefits and costs compared to those in the present. Thus, the GPI greenhouse gas accounts and the cost–benefit case study in the GPI water quality accounts presented a range of values based both on different discount rates and on high- and low-end estimates of the likely impact of projected changes in climate, tourism, property values, and a wide range of other variables. Similarly, the GPI air quality accounts present a wide range of values to assess the costs of air pollution. 

In many cases, high- and low-end estimates are based on actual costs incurred in other jurisdictions. For example, our estimates of potential benefits of a Halifax Harbour clean-up are based on the actual experience of prior harbour clean-ups in Boston, Rhode Island, Hamilton and other places – including impacts on beach and shellfish openings, tourism, property values, and other quantifiable factors. But it is a challenge to assess how comparable those experiences, benefits and costs are with the unique circumstances of the jurisdiction to which those values are extrapolated.

This problem of precision is particularly acute in the natural resource accounts when attempts are made to place an economic value on ecological services and the non-market functions of natural assets. For example, there is no doubt that water bodies, wetlands and forest watersheds provide vitally important functions to human society (eg waste and nutrient cycling; erosion, flood and storm control; recreation; water filtration and purification; and food production) and that these functions have substantial economic value. But those functions have so long been accepted as “free” that any diminution of functional capacity over time has gone unrecorded in standard accounting procedures, which track only market transactions in which money is exchanged. 

How then are such functions to be valued? Clearly, a reduced natural nutrient or waste cycling capacity in a water body as a result of nutrient or waste overload will have to be replaced by waste treatment upgrades that compensate for the loss of “free” ecological services, if water quality is to be maintained. In its water quality accounts, for example, GPI Atlantic used the capital costs of engineering upgrades as a surrogate value for the cost of lost nutrient cycling capacity. But should the operating costs of the replacement facility also be included? These difficulties are vastly accentuated in the GPI forest accounts, for example, in estimating the potential climate change damage costs from a loss of forest carbon sequestration capacity, partly because of the great difficulty in estimating the local impacts of global trends and global impacts of local forest practices, to say nothing of the uncertainties inherent in estimating the long-term impacts of climate change altogether. In the GPI air quality accounts, efforts are made to assess the costs of Nova Scotia’s pollutant emissions, but the actual impact of pollution on Nova Scotians largely depends on pollutants transported to this province from the United States and central Canada.

These difficulties are not confined to economic valuations alone, but also stem from challenges in identifying the most appropriate indicators to represent a particular value (like clean air), in defining the particular indicators chosen and in determining the appropriate measurement units. For example, The Social Report 2003 uses PM10 concentrations as its key air quality indicator. Quality of Life in New Zealand’s Six Largest Cities, on the other hand, measures exceedances of suspended particulate matter, although the report does not indicate whether these are total suspended particulates, as seems to be the case, or only fine particulates as measured in The Social Report. Both documents rank Christchurch ranking much worse in air quality than Auckland. But other air quality indicators used in Monitoring Progress Towards a Sustainable New Zealand show Christchurch doing much better than Auckland in nitrogen dioxide and ozone concentrations. As well, The Social Report uses annual averages and the Sustainable New Zealand report uses 24-hour PM10 concentrations, so results are not comparable between the reports even on this single pollutant.
 

Among other challenges, we also have a serious question as to when a timeline or trend is thought to begin. Should the loss of wetlands, for example, be traced to the beginnings of European settlement – in which case all economic valuations of present wetland functions will appear as negative figures by comparison with functions performed centuries ago? Or should we take the present (or a fairly recent) state of wetlands as our starting point, in which case further decline will be counted as a loss but restoration efforts may produce positive numbers? Recent ocean studies have found that previous assessments of fish stock declines and their impact on marine ecosystem health were seriously underestimated because timelines were much too short and began from an assessment of stocks that had already been depleted. New evidence and modelling techniques allowing 200-year estimates rather than 20- or 30-year estimates have found that many key stocks, particularly of large fish and whales, have been reduced to just 10% of their estimated earlier populations, rather than the much higher percentages previously estimated in relation to more recent stock assessments.

Throughout the GPI environmental and resource accounts, there are many such difficult valuation challenges, and the GPI valuations are based on the authors’ best understanding of the available scientific and economic assessments. Because of existing uncertainties, these assessments from the literature are fully cited and referenced, and the assumptions made explicit. In summary, these few examples suffice to demonstrate that any economic assessment of natural resource values, or costs of natural capital depreciation, cannot pretend to be precise.

5.5 
A modest assessment of what the GPI can contribute

Despite all these major qualifications, it is finally important not to throw the baby out with the bath water! The GPI and other social wellbeing and sustainable developing reporting initiatives like those in New Zealand are in their earliest stages of development, but even at this point, they should be seen as dramatic advances on earlier measurement capabilities. For example, it is still considerably more accurate to assign explicit economic value to unpaid production, natural capital, and other social and environmental assets than to assign them an arbitrary value of zero, as is currently the case in our conventional economic accounting system. And it is far more precise to recognise natural resource depletion, and crime, sickness and pollution costs, as economic liabilities rather than to count them as contributions to a more “robust” economy, to prosperity and to social progress, as is presently done implicitly when GDP-based measures are used to assess how “well off” we are. 

Though the potential environmental impacts of current consumption practices are extraordinarily difficult to estimate, and though the web of cause-effect relationships is infinitely complex, it would be utterly foolhardy to deny the reality of these relationships or to pretend that costs will not be incurred. While it is very important to improve on the precision and methodologies of natural resource accounting and of social and environmental valuations, the current lack of precision should not be taken as an excuse for any delay in incorporating these mechanisms into our accounting systems. Efforts to value social and environmental assets, using the best available methodologies and data sources, still provide far greater accuracy and precision than continued reliance on an accounting system and measure of progress that gives no value to these assets and counts their depletion as gain. 

In the long run, the GPI is intended as one step towards greater “full-cost accounting” both in our core national and provincial accounts and as the basis for taxation and financial policy that will ultimately enable market prices themselves to reflect the full values and costs of embodied resources. As noted above, the transition from externalised to internalised costs, from non-market to market valuations, and from fixed to variable pricing mechanisms are the three core principles of full-cost accounting. 

For example, the inclusion of climate change and air pollution costs in gasoline, energy and road pricing can be far more effective in encouraging resource conservation than taxation systems based entirely on income rather than resource usage. Similarly, very high market pricing of old-growth lumber would reflect the wide range of valuable services provided by ancient forests and encourage their preservation. Incorporation of natural resource valuations into our core economic accounts is, therefore, the first essential step in improving the efficiency of market mechanisms, so that they reflect the full range of social, economic and environmental benefits and costs of both production and consumption processes. 

The GDP and related economic growth statistics are appealing bases for assessments of social wellbeing because of their apparent simplicity and the single-bottom-line number they provide on a monthly or quarterly basis. The GPI and New Zealand’s new reporting mechanisms recognise that life and reality are far more complex, and that social wellbeing is determined by a web of interrelated and ultimately unfathomable functions and activities. But our experience in Nova Scotia in this regard has been very positive and we have found that people do not reject the GPI because of its complexity. Quite the contrary, we have found that a wide range of audiences are completely capable of understanding that we are doing better on one indicator and worse in another – and that they can hold both realities in their minds simultaneously. 

In fact, audiences more often remark that our results simply quantify and provide evidence for what they already know intuitively. For example, if we point out that the GDP provides evidence on total income but tells us nothing about how that income is shared or distributed, and that most Nova Scotians lost real income in the 1990s despite a growing GDP, audiences are generally relieved that someone is finally telling them the truth about a reality they experience very personally and directly. Rather, they have long been puzzled that the standard messages on economic growth and wellbeing that emanate from politicians, experts and journalists do not address a wide range of issues of personal concern to them, and they actually understand more easily the complex and multi-faceted reality presented to them in the GPI indicators – because that reality corresponds more readily with the lives they actually experience.

Furthermore, as this joint GPI Atlantic – New Zealand project demonstrates, neither our Nova Scotia GPI nor New Zealand’s Social Reports are isolated efforts. They are part of a global movement to overcome the recognised flaws in our current measures of progress, to produce better, more accurate and more comprehensive measures of our current and future wellbeing, and thereby to contribute to a more sustainable future for our children and for the planet.
 

Indeed, as we have seen, even the new internationally accepted System of National Accounts now recommends that further efforts be made to integrate social, economic and environmental variables into our accounting mechanisms. At the national level, New Zealand’s remarkable advances of the last four years in social wellbeing and quality-of-life reporting, and in sustainable development indicator development, and its new Local Government Act requiring reporting on all dimensions of wellbeing, have propelled New Zealand into a leadership position globally in these efforts. In Canada, the recent recommendation by the National Round Table on the Environment and the Economy for expanded national accounts that include human, social and natural capital could become an international breakthrough if the recommendation is implemented. 

In addition, the considerable advances of recent years in improving the methodologies and data sources for social and environmental reporting leave no doubt that this movement will continue apace and eventually blossom into a standard, mainstream tool for assessing wellbeing and progress. There is another, and perhaps more ominous, reason we cannot doubt this emerging direction: the costs of continuing to ignore our social and environmental assets have become too great. We have learned the hard way that measuring our progress in strictly materialist terms and without reference to our natural environment, which is the source of all life and of human survival, ultimately undermines human and social wellbeing and prosperity. 

In summary and with all their limitations, the GPI and New Zealand’s Social Reports and sustainable development measures are substantial steps towards measuring wellbeing and sustainable development more precisely than prevailing accounts are able to do. These are themselves all works in progress designed to help lay the foundations for the new economy of the 21st century, an economy that will genuinely reflect the social, spiritual, environmental and human values of our society.

The GPI Atlantic website (www.gpiatlantic.org) contains detailed background documents for the Nova Scotia GPI, the completed modules of the Index to date, including full reports, summaries and press releases, GPI Atlantic newsletters, and past issues of Reality Check: The Canadian Review of Wellbeing.
III 
Further Research 
and Next Steps

_______________________________

5. Challenges in creating an integrated indicator framework

The need to integrate New Zealand’s growing proliferation of indicator initiatives (Social Reports, Quality of Life in New Zealand’s Six Largest Cities, Monitoring Progress Towards a Sustainable New Zealand) parallels GPI Atlantic’s own need to integrate the diverse components of the GPI that today stand as separate components. In both cases, reporting can be immeasurably strengthened by greater integration and by a coherent and common reporting framework. This is GPI Atlantic’s own challenge in the next two years, matching a need that seems to exist in New Zealand. Therefore, this chapter outlines some of the challenges we see in this task, and the next chapter proposes a framework, based on our experience to date, and potential next steps in that endeavour. Some of the challenges listed here have already been alluded to in earlier chapters. However, they bear repeating in the context of future research and development needs.

The basic challenge in developing a comprehensive reporting framework for social wellbeing indicators is to find a common approach and framework for indicators as diverse as air quality, income distribution, population health, crime and voluntary work. There are several major potential traps in this endeavour:
· the index or framework will contain an unrelated smorgasbord of seemingly random indicators
· imposition of an inappropriate framework will bias results, with the strictures of the framework determining outcomes and excluding key evidence that does not happen to fit the pre-ordained structure
· weighting of indicators may be subjective and is fraught with methodological difficulties
· an overly centralised or integrated framework may not be useful for policy interventions that require ample detail and disaggregation of data and information.

Thus, for example, the monetary bottom line of the original US GPI gave far higher value to the loss of wetlands than to the costs of crime, though most citizens might give more weight to the latter. It also excluded all defensive expenditures and thus omitted key government spending from its cost estimates, and it gauged progress along a 40-year timeline that may be insufficient for assessment of longer-term trends like forest health and fish stocks. Osberg and Sharpe’s Index of Economic Welfare allows users to weight variables according to their own values. 

This is not the place for a comprehensive review of past indicator efforts that have fallen into these traps or tried to overcome them, although such reviews are necessary in this new endeavour. This brief chapter indicates the challenges of constructing a workable framework capable of demonstrating the linkages and interconnections among the diverse components of the GPI or New Zealand’s Social Reports without artificially distorting the results. 

The key challenge and objective is that each component of the GPI and of the Social Reports must have integrity in its own right at the same time that a coherent framework links the diverse indicator sets and helps to elucidate their relationships. The good news is that our endeavour in this regard does not have to begin this search for an appropriate framework anew, but can build on important work already undertaken. In the next chapter, we have drawn on what we consider the best available material, in order to propose a framework that could be appropriate for further development of both the GPI and New Zealand’s Social Reports.

6.1
Strengths of the capital model

As noted earlier, GPI Atlantic adopted a capital accounting model for its indicator work. This approach has many strengths, which have already been outlined in some detail in this report. However, we have also become increasingly aware of the limitations of this model, and we are now convinced that it has to be supplemented. We do not suggest that the capital model be jettisoned. On the contrary, we believe that it is an essential part of any framework concerned with measuring wellbeing sustainability – in other words, the extension of wellbeing beyond concern with “current wellbeing”, as The Social Report 2003 defines its present mandate,
 to concern for the wellbeing of future generations. 

If MSD is interested in this extension – which would also allow it to integrate its work with Statistics New Zealand’s Monitoring Progress Towards a Sustainable New Zealand – then use of the capital framework is highly appropriate. As noted earlier in the report, we strongly recommend such integration with the Statistics New Zealand reporting mechanism, particularly as the two reports cover much similar terrain but often report on it differently, sometimes using different indicators and measurement units for the same issue. To eliminate this confusion and provide one coherent message to New Zealanders, deeper integration of these two important initiatives would provide great benefit. MSD’s adoption of a capital model for part (but not all) of its framework would facilitate this integration, as Statistics New Zealand’s discussion of this model in the appendix to its own report indicates the agency’s interest in exploring this framework. 

Here we therefore briefly review some key strengths of this capital approach, but also note its limitations and the need to supplement it. In the next chapter, we lay out a recommended comprehensive framework that incorporates the capital model but also goes beyond it.

The following points summarise some key strengths of the capital model.
· Because it recognises that capital can depreciate over time and requires re-investment, the model has the capacity to take a longer-term view than most existing indicator frameworks and current-income accounting systems. It is therefore a particularly useful tool to measure sustainable development and to assess whether current demands on our natural, human and social wealth are sustainable over time. 

· The model also has the great virtue of providing a common conceptual framework that can link a wide range of social, economic and environmental indicators in a coherent way. 

· Because it adopts the language of economics, the model is also uniquely capable of establishing a dialogue with the world of conventional economics, and of challenging some of the key misleading messages that standard GDP-based measures of progress currently send to policy makers and the general public.

These and other advantages of this model have been described in earlier sections.

Based on our experience to date, the capital model is a necessary part of any social wellbeing indicator framework primarily because it can link current wellbeing to the wellbeing of future generations. The two are not separate. If we have doubts about the wellbeing of our children, then our own wellbeing is adversely affected. Thus, MSD cannot go wrong by adding this dimension to its current social reporting mechanisms.

Not only does the capital accounting framework have integrity and utility in its own right, but it enables the GPI Atlantic and MSD approaches to indicator development to align themselves closely with other important existing initiatives, including directions that Statistics Canada, Statistics New Zealand and the Australian Bureau of Statistics themselves favour. Statistics Canada has proposed that the existing System of National Accounts be expanded to include human, social and natural capital. Statistics New Zealand also discusses the potential of this model in the appendix to its report on sustainable development. And the Australian Bureau of Statistics is committed to further development of the capital accounting model. Because these statistical agencies are data suppliers as well as reporters of data, the GPI and MSD initiatives can help their respective statistical agencies in their own endeavours by creating important demands for the data needed to populate both their own reports and the statistical agencies’ expanded capital accounts.

6.2 
Limitations of the capital model

However, our experience to date is that the capital model also has some major limitations. Canada’s National Round Table on the Environment and the Economy, which also recently adopted the capital approach, described the limitations in this way:

Like any other approach or framework for indicators, the capital model does have limitations. From a practical point of view, there are limits to our current ability to measure and report on all dimensions of each type of capital. Equally important, the capital model still presents only a partial picture of how we as a society are faring … Some of the missing aspects relate to intangible concepts that are hard to present as national indicators within this context (personal satisfaction, social connectedness, etc). Another important limitation of the capital model, as it is applied here on a national basis, is that it does not directly account for the impact of Canadian consumption on the rest of the world’s natural capital.

In GPI Atlantic’s actual experience, the capital model also has another major limitation when it is used to measure “social wellbeing” – the direct concern of New Zealand’s Ministry of Social Development. The capital model is very useful in describing wellbeing sustainability, but it is not nearly as helpful in defining wellbeing outcomes or wellbeing inputs or determinants. From our experience, we have concluded that the capital model is a vital and essential element of measuring social wellbeing, but it is not a sufficient framework. 

The GPI and Social Report initiatives can therefore take the first steps in going beyond the capital framework to put greater emphasis both on wellbeing outcomes and on determinants of wellbeing – where the capital model is weaker. In this effort, it will be important to determine what the desired wellbeing outcomes are, including their inter-generational and intra-generational distribution. New Zealand’s Social Reports are currently strongest in the outcomes dimension, but can extend their emphasis on current wellbeing outcomes to include an inter-generational perspective. Extensive front-end consultations will also be necessary to identify the key social, economic and environmental determinants of those outcomes, as well as their future sustainability and equitable distribution. A graphic model may be useful in this endeavour, such as that adopted by Trevor Hancock and Ron Labonte for population health indicators, discriminating between outcomes, “inputs” and dynamic processes.
 The model proposed in the next chapter makes similar distinctions.

In addition to what is missing from the capital framework, there are also key challenges in applying the framework, as the National Round Table critique above indicates. In our own experience, the value and elegance of the capital framework do not diminish several major challenges in applying it. In particular:

· direct measures of capital are often difficult
· non-market values may be difficult to quantify, and are even more difficult to monetise

· the concept of capital, and particularly its monetisation, may imply the potential substitutability of one form of capital for another
· time frames and appropriate spatial measures may differ for different forms of capital, thus rendering comparisons and estimates of depreciation difficult.

It is worth considering each of these practical challenges separately, as future research and forward movement in indicator development must address these.
6.2.1 
Direct, outcome and demand measures of capital

Because of the difficulties in deriving direct, comprehensive and accurate assessments of human, social and natural capital, Robert Smith of Statistics Canada has proposed that outcome measures can provide suitable proxies. For example, a direct valuation of atmospheric resources is impossible, but air quality is a measurable indicator of “an important service provided by natural capital: the provision of air that is clean and does not negatively affect human health”.

While an indicator like air quality measures the “supply side” of the natural capital equation, human consumption patterns also place demands on natural and social capital. Thus an indicator like greenhouse gas emissions “provides a more indirect measure of our natural capital, by measuring the demand placed on natural capital (in this case our atmosphere) to accept greenhouse gas emissions”.
 Similarly, a measurable factor like crime places a demand on a more difficult-to-measure aspect of social capital – peaceful communities.

As these examples demonstrate, the concept of capital may still operate as a useful unifying principle and coherent framework, even when direct measures of capital values are not possible. However, the fact that proponents and users of the capital framework have recognised that direct measurement of capital stocks is often difficult if not impossible, and have used outcome and demand measures as proxies, indicates that an explicit extension of the capital framework may be helpful. 

6.2.2 
Non-market values

Existing, conventional market transactions have the distinct advantage of being measurable in terms of a common metric – dollar values. This allows for easy comparability of different indicators. For example, health care costs can be compared to education costs and transportation infrastructure costs. This ease of comparability leads to a focus on inputs that can be measured in dollar terms and assessed in terms of trade-off costs, rather than on outcomes like population health and educational attainment, which do not have a common standard of measurement.

It should be recognised that there is considerable controversy over using these trade-offs, because they still rely upon implicit agreement concerning the outcome. Without such agreement, opportunity cost or marginal utility calculations are not possible. Even when agreement exists on the desired outcomes of a particular measure, it is likely that different populations with different needs will evaluate the trade-offs quite differently. For example, younger parents may value education over health care, while older people may value the reverse. Thus, even though we earlier noted the importance of making values explicit, we did not address the fact that values themselves may carry different weights among different sectors of the population. 

The challenge of the new indicators of social wellbeing, therefore, is to ensure that all New Zealanders feel that their values and needs are fairly represented by the new measures. For this reason, and because of the importance of indigenous culture in New Zealand, the Social Reports,
 Statistics New Zealand’s sustainable development report and the new Local Government Act are to be commended for explicitly including cultural identity and cultural capital in their reporting requirements. However, the capital model is still faced with the great challenge of finding a common metric or unit of measurement that will enable some element of comparability among different forms of capital and that will allow potential trade-offs to be fairly assessed.

The key challenge is that measures of natural, social, human and cultural capital necessitate the valuation of non-market transactions, which is fraught with difficulties. For example, the cost of bottled water (a market transaction) is measured quantitatively in dollar terms and added to our economic growth statistics, but there is no explicit value attached to the “free” water that comes out of our taps. This leads to the anomaly that nature’s services are regarded as free, and not accounted for when they are depleted or degraded. In fact, the less we trust the quality of drinking water coming from our taps and the more we buy bottled water, the more the economy will grow and the more “better off” we are assumed to be. Similarly, volunteer work and unpaid work done in the home are devalued in our conventional measures of progress, even though they contribute directly to wellbeing.

To overcome this tendency to devalue non-market services, economists have derived a number of indirect valuation methods – including replacement valuation, opportunity cost valuation, contingent valuation (eg “willingness-to-pay”), and other techniques – to assign proxy values to these services and to facilitate some measure of comparability. However, the results are often imprecise, and comparisons are tenuous both because of the range of assumptions underlying non-market valuations and because dollar values are poor tools to assess the benefits of social and environmental assets. This is not the place to delve into these methodological challenges, but it is necessary to point out here that, despite the enormous methodological challenges, GPI Atlantic still views such efforts at valuation as essential if vital services are not to be devalued or assigned an implicit value of zero.

6.2.3 
Substitutability

The danger of any common or unifying concept like capital is the implicit assumption that one form of capital is relatively substitutable for another, and that no form is irreplaceable in its own right. So long as the value of total capital assets are maintained, it might be argued, a decline in one form of capital can always be compensated for by an increase in another. The dangers inherent in this assumption are particularly acute when efforts are made to aggregate components of an index into a single indicator or result. For example, a depletion of natural capital may be justified by a corresponding increase in intellectual or produced capital, with the losses of the former remaining invisible in the aggregated result. Thus, the National Round Table noted that “an aggregated, monetised indicator is only appropriate if one assumes that all types of capital can be substituted for one another”. Because the National Round Table did not accept this assumption, it recommended against such an aggregated indicator.

GPI Atlantic agrees with the Round Table’s conclusion on this issue, and recognises that some forms of capital are not substitutable for others. This understanding poses challenges even in attempting to aggregate certain index components into sub-indices, and in comparing the value of different elements of a reporting framework to each other. A longer-term project for both GPI Atlantic and New Zealand could be to define theoretically, methodologically and empirically those “capitals” and those particular assets that are substitutable and those that are not. Such an exercise is likely to indicate natural capital as the least substitutable of all the capitals, as it is the one on which human, social and economic capital ultimately depend. It is also likely to indicate that some forms of natural capital are irreplaceable. The recognition that different forms of capital are not fully substitutable for each other, and in some cases may not be substitutable at all, does not invalidate the capital model, but it does impose limits on its application. 

6.2.4 
Variations in time and space

Different time frames are appropriate for different forms of capital. For example, some forms of produced and human capital may depreciate relatively quickly, while valuations of natural and social capital typically make sense only over much longer time frames. For example, in the new knowledge economy, skills may depreciate very rapidly, with an almost constant need for re-investment. By contrast, the decline in fish stocks, or the loss of age and species diversity in a forest, may occur over generations, while the restoration of fish stocks or of a clear-cut to its original state may take hundreds of years if it is possible at all. 

This also makes comparisons among different forms of capital challenging, and it makes a common discount rate to assess net present values impossible. In fact, it is sometimes argued that there is no appropriate discount rate for projected changes in natural capital, as in estimates of climate change damage costs, when such damage is potentially irreversible.

As well, some assessments make most sense at the national level, others are more appropriate at regional or provincial levels, while others again only make sense at global or local levels. Thus, the costs of a depreciation in human capital like a decline in population health resulting from higher rates of obesity are measurable in national health care expenditures, while the costs of New Zealand’s greenhouse gas emissions are borne globally, eg by flooding in Tuvalu or Bangladesh. The costs of a decline in water quality will more likely be borne locally, as occurred in Canada when seven residents of Walkerton, Ontario, died as a result of E. coli contamination of the water supply.

Again, despite such challenges, GPI Atlantic recognises the power and utility of the capital approach, while recognising that these and other methodological difficulties will require careful consideration and discussion over the coming months and years. In particular, the challenges we have faced over the last seven years in applying the capital model are leading us now to recommend a reduced reliance on this model alone, and its supplementation by other approaches. In the next chapter, we recommend an expanded framework that still includes the use of the capital model for what it does best – the measurement of wellbeing sustainability. But we see, for both GPI Atlantic and New Zealand, that future research and further development of reporting on social wellbeing require a wider horizon that goes beyond what the capital model alone can contribute. We hope that the framework recommended in the next chapter will prove useful to MSD in its next steps.

6. A proposed framework for the measurement of social wellbeing

As noted, we have concluded that a satisfactory wellbeing indicator framework must go beyond the capital approach we have adopted to date, and that it should really consist of three parts:

· wellbeing outcomes
· wellbeing inputs or determinants
· wellbeing sustainability.
The three parts are clearly not separate, but form a coherent whole – with the concept of wellbeing as its core. The third element – wellbeing sustainability – can be measured using the capital model we have adopted to date, but the first two elements are not constrained by that model. 

GPI Atlantic is currently working with representatives of Statistics Canada, the Atkinson Charitable Foundation and other national organisations to construct the framework for a new Canadian Index of Wellbeing, and we intend to adopt this three-pronged approach in the coming months and years. As this is based on our experience to date, we also have no hesitation in recommending this approach to MSD. In fact, if New Zealand and Canada are able to hammer out a common framework, this will have tremendous power, as it will establish the basis for a system that is internationally comparable. 

Again, we are impressed by the thought already given to these issues within New Zealand. Among the New Zealand documents we reviewed are not only the final reports on social wellbeing, sustainable development, living standards and urban quality of life, but also background materials on an analytical framework for investments in wellbeing, on sustainable development indicators, and on improving the knowledge base for social policy.
 What we propose in this chapter does not contradict what we have read, but complements the excellent analytical work already undertaken.

At the same time, the framework we are proposing here certainly goes beyond what GPI Atlantic has attempted to date, and we see this expanded framework as the next major step in wellbeing indicator work – both for Canada and (hopefully) for New Zealand. Because the proposed new framework links wellbeing sustainability with wellbeing outcomes and inputs, it also provides the means to integrate Statistics New Zealand’s Monitoring Progress Towards Sustainable Development with MSD’s Social Reports and the City Councils’ Quality of Life measurement initiative. One integrated wellbeing measurement system can have far greater power, particularly in communicating with policy makers and the general public, than the three separate reporting systems that New Zealand now has. Here are the ways we see this new three-part framework emerging.

7.1 
Wellbeing outcomes

As noted, a Canadian or New Zealand Index of Wellbeing would ideally have three major “blocks” of indicators – measured as outcomes, inputs/determinants and sustainability. The outcome measures include many of the indicators that are already reported in MSD’s Social Reports. The following list of wellbeing outcomes was developed in recent Canadian discussions on the development of a potential Canadian Index of Wellbeing. This list quite clearly overlaps considerably with the indicators already reported in the Social Reports, and is not intended to signify any “improvement” over the Social Report indicators. On the contrary, many of the outcome indicators in the Social Reports will undoubtedly inform future indicator work in Canada. 

Because the wellbeing outcome dimension is already well developed in New Zealand, no further details are provided here. However, the list of wellbeing outcomes developed at a recent meeting of Canadian researchers is given here just for information purposes:

· population health
· educational attainment
· social inclusion (which includes measures of equity)
· acceptable living standards
· meaningful employment and job security (not just quantity of jobs but also quality of jobs)
· security (including freedom from crime, physical safety, livelihood security)
· freedom
· leisure and access to nature and recreation
· social and cultural cohesion (including cultural identity, strong communities, volunteerism).
7.2 
Wellbeing inputs or determinants

While wellbeing outcomes are fairly straightforward, and represent, in large part, MSD’s current reporting framework, wellbeing inputs or determinants are more complex and require more explanation. This building block of a comprehensive index of wellbeing is analogous to the “determinants of health” framework that has become key to assessments of population health. This framework includes a wide range of social, economic and environmental determinants of health – such as income, employment, education, social supports and environmental quality – as well as behavioural factors and government policies. 

Here, the key inputs to a comprehensive index of wellbeing would include the following.
· The environment – including ecosystem health and natural life-support systems. It should be noted that almost all the current elements of New Zealand’s Social Reports currently fit within the outcomes framework outlined above. However, in this proposed framework, clean air and clean water are seen as inputs to wellbeing, along with a much wider range of ecosystem services including biodiversity, soil quality, the hydrological cycle, climate regulation, pollination and so on. In summary, this approach adopts the principle, outlined earlier in this report, that sees the environment as a larger system that encompasses human society and the economy and that functions as a determinant of the health of human society and economy. In this approach, human society is ultimately dependent on environmental health.

· A healthy economy. While meaningful employment, job security and adequate livelihood security are wellbeing outcomes, the proposed approach sees a healthy economy as a key (though by no means the only) determinant of these outcomes. For example, healthy natural resources are also a determinant of jobs and livelihood for resource-dependent communities. Here, a healthy economy includes satisfactory regional and community development that does not leave any region economically disadvantaged, and is also measured by its capacity to create jobs and provide adequate living incomes for all residents.
It should be noted here that the term “healthy economy” is not used in this context in the conventional sense – as a “growing” economy. Instead, it is defined by its capacity to create the desired outcomes listed in the previous section. Economic growth may or may not produce the desired outcomes, and is therefore evaluated here by its ability to produce those outcomes – not for its own sake. This is a radical departure from conventional economic theory, which sees growth as a goal in and for itself. Instead, this approach returns to the fundamental formulation of Simon Kuznets, Nobel prize-winning architect of national income accounting, that “goals for ‘more’ growth should specify more growth of what and for what”.

To give some concrete examples – growth that is capital-intensive rather than labour-intensive (which replaces jobs with machinery, for example) may undermine rather than enhance livelihood security. Growth that depletes natural resources, like dragnet fishing or forest clear-cutting, may also undermine livelihood security. For example, over-fishing (and the record fish landings it produced) was a likely cause of the collapse of the Atlantic ground-fishery that cost Atlantic Canada 40,000 jobs. On the other hand, Denmark many years ago looked to the future and invested heavily in environmentally benign wind power, and is today the world’s leading exporter of wind technology and wind turbines – a growth industry that has produced positive wellbeing outcomes. This is an apropos model for New Zealand, which like Denmark (another small country) is uniquely positioned to carve out a global “growth” niche by investment in socially and environmentally responsible development. 

In summary, what a “healthy economy” really means should become a subject for national debates in an indicator system such as that proposed here. Instead of dogmas like growth, globalisation, technological advance and other elements of current economic theory being accepted almost without question, each particular policy and element is evaluated in the proposed wellbeing framework by its capacity and proven ability to create the desired outcomes listed in the previous section. This applies a surgeon’s scalpel to economic policy where a blunt sledgehammer is currently the norm. 

· Government programmes and policies are also inputs and determinants of wellbeing. These include (but are clearly not limited to):

–
high-quality health care, which provides security in times of illness and is classified as a key determinant of health
–
educational programmes and funding, which are a key input into human capital development
–
income security, which contributes to adequate livelihood and health
–
environmental protection and conservation policies, which are here seen as inputs into environmental quality and natural resource health, which are themselves major determinants of wellbeing
–
crime prevention strategies, which contribute to physical safety and freedom from crime
–
social and cultural policies, which are inputs to social and cultural capital.

· Social networks, social supports, volunteerism, caregiving, unpaid household work. New Zealand’s Social Report 2003 clearly recognises “social connectedness” as a key determinant of wellbeing:

Social connectedness is integral to wellbeing. People are defined by their social roles, whether as partners, parents, children, friends, caregivers, team-mates, staff or employers, or myriad other roles. Relationships give people support, happiness, contentment and a sense they belong and have a role to play in society … Several studies have demonstrated links between social connectedness and the performance of the economy as well as positive outcomes for individual health and wellbeing.

Not only are strong social supports clearly recognised as a major determinant of health and wellbeing, but they have also been shown to improve resilience and aid recovery from illness. Conversely, lack of social support from family, friends and communities has been linked to higher rates of cardiovascular disease, premature death, depression and chronic disability.

According to Health Canada:

The caring and respect that occur in social networks, as well as the resulting sense of well-being, seem to act as a buffer against social problems. Indeed, some experts in the field believe that the health effect of social relationships may be as important as established risk factors such as smoking and high blood pressure.

Volunteerism

According to Health Canada, social support networks extend from close family and friends to the broader community, and are “reflected in the institutions, organisations and informal giving practices that people create to share resources and build attachments with others”.
 Volunteer work – both formal (through organisations) and informal (offered directly to others) – contributes significantly to both quality of life and standard of living. Health Canada uses volunteerism as a key indicator of a “supportive social environment” that can enhance health.

Voluntary services may also play a direct role in providing basic resources necessary to health and in aiding recovery from illness through voluntary services offered in soup kitchens, food banks, hospitals, nursing homes, shelters, help lines, and other institutions dedicated to helping the sick, disabled, poor, mentally ill and infirm elderly. 

Informal caregiving

Volunteerism is only one form of unpaid work, which also includes informal caregiving to sick, aging or disabled relatives – usually a spouse, parent or child. A recent Royal Commission on Health Care in Canada recognised that “home care has become a partial substitute for care that was previously provided primarily in hospitals or by physicians”.
 The de-institutionalisation of the health care system, including a strong trend toward fewer and shorter hospital stays for the sick, has sharply increased reliance on informal caregiving services in the home. 

According to the Commission:

Quite simply, home care could not exist in Canada without the support of social networks and informal caregivers … Informal caregivers play a critically important role in providing ongoing care, support, and advocacy for people with physical disabilities … In addition to informal caregivers, there also is an abundance of volunteers who devote hours of service caring for people who are ill.

The Commission recommended “direct support to informal caregivers to allow them to spend time away from work to provide necessary home care assistance at critical times”, and the potential health impacts of caregiving, especially for women, were explicitly recognised:

Informal caregivers play an essential role in the delivery of home care services and in the health and care of their families and friends. Many informal caregivers are more than happy to provide care and support to their loved ones, but the reality is that caregiving is becoming an increasing burden on many in our society, especially women. A recent study suggests that caregivers experiencing the strain of caregiving have 63% higher mortality rates (Schultz and Beach 1999).

Unpaid household work

Work performed in households is more essential to basic survival and quality of life than much of the work done in offices, factories and stores, and is a fundamental precondition for a healthy market sector. If children are not reared with attention and care and if household members are not provided with nutritious sustenance, workplace productivity will likely decline and social costs will rise. Physical maintenance of the housing stock, including cleaning and repairs, is also essential economic activity.
 

Simon Kuznets, principal architect of the GDP and a pioneer of modern national accounting, wrote in 1941:

The productive activities of housewives and other family members, rendered within the family circle … are an important complement to the market-eventuating process in supplying goods to ultimate consumers, and should be considered in any attempt to evaluate the net product of the social system in terms of satisfying wants with scarce means.

According to one report:
The market economy cannot exist without the shadow economy. The market economy is dependent upon people (mostly women) to maintain those who work in the formal economy, to care for those who are unable to care for themselves, to raise children, and to support and operate voluntary and charitable services. But the market economy pays nothing for this work. In effect, then, the shadow economy, or the informal economy, subsidizes the market economy.

Aside from its qualitative importance, the household sector is also the single largest productive and service sector in the economy. Indeed, Marilyn Waring, of Massey University in Auckland, points out that, even if broken down into specific activities, the three largest areas of industrial and service operations in the economy measured on an hourly basis are:

1. meal preparation in the household economy
2. cleaning and laundry in the household economy
3. servicing, by way of shopping, the household economy.

In other words, unpaid work is not only an important qualitative input into wellbeing, it is also a hugely significant (and generally undervalued) determinant of wellbeing in terms of sheer economic size.

7.3 
Wellbeing sustainability

It is this building block of a comprehensive index of wellbeing that is most amenable to a capital accounting model. Because this has been described in some detail earlier in the report, we shall simply summarise here by noting the five key forms of capital that should comprise an expanded set of capital accounts:

1. produced and financial capital, including national wealth, housing and infrastructure
2. human capital, including health, education, training, skills, experience and work ethics
3. natural capital, including ecosystems, and the stocks of renewable and non-renewable resources
4. social capital, including networks, facilities and institutions
5. cultural capital, defined in New Zealand’s Monitoring Progress Towards a Sustainable New Zealand as “the set of values, history, traditions and behaviours which link a specific group of people together”.

Statistics New Zealand also acknowledges a sixth type of capital – institutional capital – defined as “the range of formal and informal civic, political, and legal arrangements that underpin market activity and civic life”.

It is important to note here that wellbeing sustainability is not substantively different from key elements in wellbeing outcomes and determinants. Health, education, the environment, social networks and other elements of wellbeing sustainability are also present in our earlier descriptions of outcomes and inputs. However, in this context, they are assessed, in the words of Statistics New Zealand, from the perspective of “maintaining our natural, economic and social base over time so that future generations have the means and options to pursue their own goals”.

In summary, while the outcomes and determinants of wellbeing can be examined in terms of current wellbeing, a capital framework injects a much longer-term perspective that allows an assessment of whether a country’s assets are being maintained and conserved for the benefit of future generations. Thus it is quite possible to find apparently positive results for particular wellbeing outcomes (above) that register negative results when assessed from the perspective of sustainability. For example, clear-cutting a forest may produce livelihood security for certain individuals in the present at the expense of a depletion of natural capital that will imperil the wellbeing of future generations.

One reviewer of this report has correctly noted:

The relationship between sustainability and wellbeing can be characterised with analogy to a stock/flow distinction. Sustainability is concerned with whether the stocks from which we derive our current wellbeing are increasing or decreasing. Wellbeing represents the flow of services that we derive from our stocks. We are in an unsustainable situation if our current level of wellbeing can only be maintained by running down the stocks on which it depends.

7.4 
Focus and level of analysis

GPI Atlantic began its work seven years ago with an exclusive focus on provincial indicators. However, the greatest interest in the work was soon shown at the community level, and various community groups approached GPI Atlantic for assistance in developing local indicators of wellbeing. These groups pointed out that it was at the community level that the “rubber really hits the road” in terms of quality of life – where the air and water is either clean or not, whether communities are safe, whether jobs are available locally, and so on. In response to these requests, GPI Atlantic began working intensively with three Nova Scotia community groups to develop community-level indicators of wellbeing, and conducted extensive surveys with advice from Statistics Canada’s Social Survey Methods Division.

Over time, requests were received regionally to replicate some of the GPI work for the other three Atlantic Canadian provinces, and several regional reports were constructed, such as a four-province Atlantic regional study of women’s health indicators. GPI Atlantic was also invited to participate in several national indicator initiatives like the National Round Table on the Environment and the Economy’s Environment and Sustainable Development Indicators initiative. As mentioned, GPI Atlantic is now working with several key government and non-government partners to develop a Canadian Index of Wellbeing. More recently, GPI Atlantic is now also working internationally – in the case of this report, with the Government of New Zealand; next month, participating in an international indicators conference in Bhutan; and, on several occasions, presenting the GPI work in the US.

In summary, though the initial intention of GPI Atlantic was to confine its work to the provincial level (still the main focus of its developmental work), we have had increasing experience, mostly not by intention or design, at other levels of analysis – community, regional, national and international. This has gradually enabled us to see the synergy of these different levels of analysis, and to explore the potential for developing comparable indicators across the different levels. As we move toward developing a Canadian Index of Wellbeing in the years ahead, we intend to adopt a multi-level focus that could also be applicable to New Zealand. In fact, the outstanding work at the municipal level that has already taken place in developing the Quality of Life in New Zealand’s Six Largest Cities report lends itself to integration with MSD’s social reporting. 

We appreciate that much of what we recommend here is already under way in New Zealand. We have recently been informed that considerable work was undertaken to align The Social Report 2003 with the Quality of Life in New Zealand’s Eight Largest Cities 2003 report, by adopting common outcome definitions as far as possible.

Again, MSD has requested GPI Atlantic’s frank advice and suggestions on next steps. In this case, our advice begins with an observation that, both in Canada and in New Zealand, we all seem to have started by carving out our own particular niche – whether in provincial indicator work or in social reporting. But the time is now ripe to take a bigger view and develop an integrated approach that spans reporting across several levels of analysis with comparable indicators and consistent methodologies. In all humility, we are giving this advice to ourselves as much as to New Zealand.

Thus we would recommend an integrated approach that focuses on all the following levels:

· the total New Zealand population and the development of national indicators for the country as a whole
· as wide a range of demographic groups within the New Zealand population as possible – including Māori and Pacific peoples, women, children, the elderly, and so on
· as wide a range of geographical dimensions as possible – with comparable information provided at the national, regional, municipal and community levels, with comparability to international data sets wherever possible.

The key issue here is that averages can be highly misleading, and may conceal major socio-economic, demographic and geographic disparities. To take just one example, a gendered analysis of indicator results can provide vital information that reporting for both sexes cannot do. For instance, women have distinct health profiles and needs. As Health Canada notes, “in questions of health, it matters whether you are a woman or a man”. The differences manifest in:

patterns of illness, disease, and mortality; the way women and men experience illness, their interactions with the health system; the effects of risk factors on women’s and men’s wellbeing and the social, cultural, economic and personal determinants of health, which are significantly affected by gender differences.

There is also a policy reason for such analysis. Instead of blunt across-the-board solutions that may miss the mark, use scarce financial resources ineffectively and even cause harm to particular groups, a gender, ethnic or geographic perspective can allow policy makers to identify and target policy initiatives and investments more effectively and accurately to achieve the best return on investment. Thus, the more precisely health dollars are directed to high-risk groups, for example, the greater the long-term cost savings to the health care system. Thus, programmes and materials aimed at curbing high rates of smoking among teenage girls will be more effective if they address the particular motivations and circumstances of this group than if they simply employ blanket health warnings about smoking. 

Such analysis should be able to go well beyond simple statistical comparisons to an understanding of the differential social, structural and power relations among ethnic groups, between men and women, and among other social groups. 

7.5 
Levels of the proposed social wellbeing reporting framework – components, indicator sets, indicators and sub-indicators

Each component of the proposed wellbeing measurement framework will consist of several different components, indicator sets, indicators and sub-indicators. Thus measures of population health, for example, may constitute one component of the proposed framework for measuring social wellbeing. That component (population health), in turn, will include several indicator sets that include socio-economic, environmental, behavioural and other determinants of health, and measures of health status, mortality, morbidity and health system performance. Each of these indicator sets, in turn, will consist of several indicators. The behavioural determinants, for example, will undoubtedly include tobacco use, rates of overweight, dietary consumption and physical activity. Each of those, in turn, may include sub-indicators. Tobacco use, for example, may be broken down into smoking prevalence by age group, teenage smoking, daily cigarette consumption, age of smoking initiation, and nicotine addiction (as measured by time of first cigarette).

Similarly, a component of natural capital like soils may have indicator sets measuring soil quality and productivity, water availability and quality, biodiversity, livestock health, and input use efficiency. The soil quality indicator set in turn may include measures of soil organic carbon, soil structure, soil erosion and conservation, and soil foodweb health.

In our own experience to date, it is tremendously important for users of our work to be able to “drill down” as far as they need from the broadest categories to the most detailed sub-indicators – for at least two key reasons. First, for policy planners and managers hoping to use the indicators to guide policy development, the availability of this deeper level of detail, linked directly to the key annual benchmarks of progress, is crucial, even if the detail is not present in summary annual indicator reports like New Zealand’s Social Reports. Secondly, our own reporting credibility is enhanced if we can answer causal questions with some knowledge or understanding, or at least refer questioners to levels of detail of particular interest to them that may not be reported at the grossest or most aggregate level.

The Social Report 2003, for example, includes independent (or disability-free) life expectancy as a key indicator of social wellbeing, and it finds a significant gap between outcomes for Māori and non-Māori peoples.
 Clearly, a narrowing of that gap due to an increase in independent life expectancy for Māori would be a sign of genuine progress. However, an analyst or policy planner requires considerable further information, including reporting on specific socio-economic and behavioural determinants of health for Māori and non-Māori, both to explain the gap and to recommend interventions that can narrow the gap. In addition, analysis is required to explain the linkages between these determinants of health and the desired outcome – in this case, an increase in independent life expectancy for the Māori population. Indeed, to be cost-effective, any intervention will require such deeper and more detailed knowledge in order to assess where the greatest gains are to be expected.

To illustrate the importance of this relationship between broad outcome measures and detailed indicator and sub-indicator information for reporting credibility, it may be helpful again to refer to our most controversial report to date as an example. The GPI Forest Accounts concluded that there had been a serious depreciation in the value of Nova Scotia’s forests over time, fuelled by both over-harvesting and clear-cut methods that had virtually eliminated the province’s remaining old forests. The results seriously challenged existing forest industry practices by recommending a reduction in harvest levels and clear-cutting, and a switch to selection-harvest methods and greater reliance on value-added forest products. The Nova Scotia Forest Products Association commissioned an audit of our 466-page Forest Accounts by the international accounting firm KPMG. We were very pleased that our results and conclusions successfully withstood this challenge. But this was only possible because we were able to demonstrate the direct linkages between our detailed indicator and sub-indicator work and our broad conclusions, and to justify our recommendations based on the extensive evidence provided.

In summary, for public reporting purposes, it is essential to have a small number of distinct components of a reporting framework and to provide measures of progress according to broad categories. New Zealand’s Social Reports currently perform that function. However, for both policy and analytical purposes, it is essential to structure the framework so that all levels of detail are represented and linked to each other – from the components of the index, to the indicator sets within each of those components, to the specific indicators within each indicator set, to detailed sub-indicators. 

7.5.1 
Linkages among indicators and indicator sets

As well, none of the indicators or even components of the framework should be viewed in isolation. Indeed, the fundamental purpose of an effective wellbeing indicator framework should be to elucidate the linkages and connections among diverse indicator sets. At a deeper philosophical level, we might even say that the fundamental raison d’etre of social wellbeing reporting itself is its understanding of the interconnected nature of reality. That is the fundamental reason for a reporting framework that spans the social, economic, cultural and environmental aspects of wellbeing. 

Thus, to take the examples above, behavioural indicators of population health like smoking will be linked to other behavioural health indicators, to non-behavioural indicator sets, and to other components of the framework like education, work and living standards. Smoking, for example, is related to stressful lifestyles, with those reporting high stress generally registering higher rates of tobacco use than those with low stress. That stress, in turn, is related to time-use patterns, including total work hours and difficulties in balancing job and family responsibilities, and has its own health consequences. Similarly, low-income groups, the unemployed and high school drop-outs have higher rates of smoking than employed, higher-income groups with a university education, so that behavioural indicators are in turn related to socio-economic indicators.

Similarly, a measure of natural capital like soil quality is directly linked to an economic indicator like farm economic viability. If the latter declines, as measured by economic indicators like increasing debt-to-income, expense-to-income, and dependency ratios and declining net farm income and return on investment, then land and soil stewardship may suffer if farmers do not have the means to invest in appropriate conservation measures. These produced/economic and natural capital measures in turn impact on social capital, with declines in the former threatening the resilience and vitality of rural communities.

In summary, an effective wellbeing reporting framework does not simply include a range of economic, social and environmental components, but aims to identify the economic, social and environmental aspects of each component, and to elucidate the linkages among them.

7.5.2 
Cross-component analyses

As noted above, the components of the proposed wellbeing reporting framework are themselves interconnected. As well, it is proposed that certain key principles be elucidated within each of the framework components rather than being measured as stand-alone indicators. For example, each component has equity and distributional dimensions. A natural capital component, for example, may include measures of consumption or use by quintile. Thus, it is relevant to measures of forest health (a natural capital component) to consider that the wealthiest 20% of the world’s population consumes 80% of the paper, while the poorest 20% consumes only 1%, thus adding an equity dimension to the analysis. Similarly, wealthy countries and wealthy households within a country emit more greenhouse gases and generate more waste than low-income countries and households.

Similarly, as appropriate, the gender dimension of each component may be highlighted. For example, there are different gender patterns in comparative population health measures, educational attainment, low-income rates, paid and unpaid work patterns, and other key indicator sets. Analysis by age is a similar key reporting dimension appropriate to most indicators. In our work here in Canada, we hope that further research and consultations in the coming months and years may identify similar dimensions that should be included in analysis of each component of our evolving reporting framework. 

In the New Zealand context, it seems appropriate to include the Māori–Pākehā dimension within every component, indicator set and (to the extent possible) indicator of the wellbeing reporting framework. In reading the many New Zealand documents available to us, we were very impressed with the extent to which this is already happening. Along with the distributional, gender and other key dimensions, this cultural and ethnic dimension might become more systemically enshrined in the reporting mechanism, so that all key results provide these breakdowns. 

This will allow the opportunity for systematic cross-component analysis, and even the issue of separate reports on the wellbeing status of women, Māori and Pacific peoples, the elderly, youth, and so on. Again, we are impressed with the extent to which this is already occurring. Among the documents we reviewed, for example, is Living Standards of Older New Zealanders.
 It is not fanciful to imagine that each release of a Social Report, for example, will be accompanied by companion releases of reports that employ such cross-component analysis. We appreciate that The Social Report does currently report on indicators by sex, ethnicity, age, region and socio-economic status as far as possible, so that stand-alone companion reports for New Zealand women, the elderly, the Māori population, and other groups already have a rich source of data on which to draw.
7.6 
Practical considerations

7.6.1 
Data needs

Any framework and all indicators will be limited by three practical considerations:

· data availability
· data frequency
· consistency of measurement methodologies over time.
In fact, in GPI Atlantic’s experience of the last seven years, there are probably no more frustrating elements to the indicator work than this. Measures of progress require the construction of consistent time series to assess whether conditions are getting better or worse, and to calculate the extent of depreciation or appreciation of valued human, social, economic and environmental assets. But if, for example, forest inventories are not undertaken with reasonable frequency and using consistent methodologies, the capacity to assess forest health over time is seriously impaired.

That, in turn, has policy implications: what we count, measure and report not only signifies what we value but also literally determines what gets attention in the policy arena, so the lack of adequate and frequently available data plays a direct role in lowering the policy profile and priority ranking of key social and environmental issues. In this way, both the absence of social and environmental indicators in the conventional measures of progress and the absence of data sets to support those indicators can distort public policy. While the GDP statistics are reported monthly in a highly consistent form, social and environmental indicators are very much spottier.
Not surprisingly, most of the items we now want to measure in our new reporting mechanisms are those that have traditionally ranked lower on government agendas, even though we have identified these indicators as key components of wellbeing. 

A few concrete examples from our experience will suffice below. However, before listing these specific examples, it is important to emphasise that there have also been tremendous improvements in reporting on social and environmental variables over the last 30 years. With the data availability that existed 30 years ago, we could not even attempt the task and journey on which we have embarked. This section is not, therefore, intended as a “complaint”. 

Rather, it is crucial to see the relationship between dedicated wellbeing indicator work and improved data availability as a dynamic and ongoing process. The more we attempt to report on social wellbeing, the more we create a demand for appropriate data. Key Statistics Canada staff and experts have told us that they appreciate our work because it justifies their requests for appropriate budgets to produce the data sets we need, and the importance of which they fully appreciate. They need to be able to demonstrate that important reporting mechanisms depend on the availability of particular data sets. In fact, Statistics Canada is regularly ranked by The Economist as the best statistical agency in the world, partly because of its innovative and ground-breaking work in these new areas – so we have found our Statistics Canada contacts to be remarkably open and even eager to improve their social and environmental data sets. 

We have therefore learned from our experience that there is a continuing, ongoing and healthy state of pressure and response between the data users and reporting mechanisms on the one hand, and the improvement of monitoring, data collection, survey design and inventory methodologies by the data providers on the other. This process places very specific responsibilities on the data users and report writers – including explicit identification of data gaps in each report, clear data recommendations, direct hands-on consultations with data collection and monitoring agencies, particularly to improve methodological consistency reporting, and (perhaps most important of all) diplomacy! 

In many ways, the data providers depend as much on the data users to identify data needs, gaps and required improvements as the users depend on the providers, though there is always a temptation for the users (focused on content and meaning) to “blame” the providers for data inadequacies. Recognition of social and environmental reporting as a mutual and co-operative exercise and process shared between reporting and data collection agencies is crucial for the success of these new indicator efforts.

New Zealand’s Marilyn Waring, of Massey University in Auckland, has remarked that there are currently three separate spheres in the world of expanded indicator reporting and measures of progress, which all operate and revolve largely in their own orbits:

· the data collectors, including statistical agencies – who tend to define their responsibility in the most objective, neutral and policy-free terms
· the data analysts, who are often academics, publishing their findings in scholarly journals that are read primarily by other academics

· the policy audience, who theoretically should use the data analysis to inform policy, but who generally tend to shape policy in response to pressure from interest groups.

Waring argues that the greatest challenge in indicator work is to break down these silos and create genuine communication and dialogue between them, so that policy ultimately is crafted on the basis of the best available evidence.

A key GPI Atlantic recommendation to MSD for a useful “next step” is therefore the inclusion in all future Social Reports of explicit sections on data gaps, data needs and data recommendations. The more detailed and explicit these are, in written form, as part of the social reporting mechanism itself, the more likely we are to see a creative and constructive dialogue emerge that can vastly improve future social reporting. We appreciate that The Social Report does discuss data issues in general terms in its introductory section.
 The addition of a few sentences within the different sections of the report on specific data needs relevant to each section might help provide additional detail that could potentially spur future improvements in data collection and availability. 

A few key examples of the challenges we have faced on the dimensions of data availability, data frequency and consistency of measurement methodologies are provided here. This is only a very small sampling, and equally potent examples could be provided from literally every GPI Atlantic reporting sphere. One important caveat that must be added here is that different levels of frequency are required for different data sets. Some variables change very rapidly, while others change only slowly, and it must be acknowledged that there is not one single desirable reporting frequency. Thus we cannot simply say that all data should be reported annually. Despite that caveat, there is no doubt that many of the key variables required for effective reporting on social wellbeing require greater frequency in reporting than at present. Two examples are given below.
Equity – income distribution

Before giving examples of much newer and perhaps more “esoteric” data sets in the social and environmental spheres, it is important to note that this critique also applies to the differential importance given to different types of economic indicators. As we shall see, this also determines policy priorities in formulating economic and tax policy. 

Thus, the key sections on income inequality and population with low incomes in The Social Report 2003
 is based on Statistics New Zealand’s Household Economic Survey, which is conducted once every three years. By contrast, Statistics New Zealand produces information releases on changes in the GDP quarterly.
 Statistics Canada actually provides the GDP information releases monthly. The comparative infrequency of reporting on basic economic income distribution data signifies the lower policy priority currently given to indicators of basic livelihood security and equity in most countries.

The example is interesting because the income distribution data themselves are strictly economic, reporting on income trends by quintile
, and might therefore be expected to receive more attention than more complex social and environmental indicators. But this has not been the case. Quintile data are crucial for assessing trends towards greater income equality or inequality, and for assessing how different economic policies (such as free trade, tax cuts, debt reduction, and cuts in government services) differentially affect different sectors of the population and impact on their livelihood security. Even economic growth itself may have a different impact on the rich than on the poor, and the changing composition of the GDP impacts on lower-income groups differently to higher-income groups.

Remarkably, therefore, even though this information falls in the realm of conventional economic analysis and is vital for basic policy making, it gets very little attention and is reported relatively infrequently. Even though the economic growth statistics (GDP) are assiduously reported in Canada on a monthly basis and followed closely by political leaders, economic experts and journalists, the most recent Statistics Canada quintile data that we could work on for our 2001 report were for 1998. The situation appears to be identical in New Zealand, where the most recent income distribution data available for The Social Report 2001 were also for 1998.

When income trends are reported, they are generally reported as national and provincial averages. But these averages conceal vital information. An increase in income among the wealthy can skew the averages up, even if the poor are getting poorer. In Nova Scotia, for example, we found that the “average” income for all households is about $5,000 per annum higher than the average income of the middle quintile. Thus, regular reporting on median income would also be helpful. Indeed, as noted earlier, the GDP itself can grow rapidly even while most people are getting poorer. Without income data by income group, we can never test the assumption that a growing economy makes us “better off”.
In light of GPI Atlantic’s findings that economic growth is positively correlated only with the incomes of the wealthy, and that most Nova Scotians became worse off in the 1990s even while the GDP grew, it is vital to examine income data by quintile alongside and as frequently as the standard economic growth statistics. Without regular and frequent release of income equality data, important corrective policy action cannot be taken when certain forms and types of economic growth exacerbate rather than ameliorate income disparities. In fact, in the course of the two intervening years when Statistics New Zealand does not release these data, many actions may inadvertently be taken, in the absence of important information, that exacerbate rather than alleviate the distress of low-income groups.

Although these income trends by quintile are a core and basic indicator of wellbeing, they have not aroused the research or policy attention they require. Remarkable though it may seem, we believe that GPI Atlantic’s report on income distribution in Nova Scotia was actually the first analysis of income trends for Nova Scotia that differentiated upper, middle and lower income groups and the first that assessed trends towards greater equality or inequality between rich and poor in the province. This basic information has not been available, for example, in the annual Nova Scotia Statistical Review published by the province’s Department of Finance, and we could find no prior report on the subject.

Until 1999, data on income by quintile group for the Canadian provinces were not even freely available to the general public, which helps explain the dearth of published information on the subject or of considered policy attention to the basic livelihood security and equity issues raised in GPI Atlantic’s income distribution report. When GPI Atlantic first embarked on this research in 1998, all data were obtained from Statistics Canada through special custom tabulations. Fortunately, since that time, Statistics Canada has begun to make these data publicly available – a very important step in the direction of improved data availability on a vital social and economic issue.

Our desire (and our recommendation to New Zealand) is that this income distribution information be included in the Government’s regular economic reporting mechanisms. Whenever information is released on the “health of the economy”, it could be accompanied by information that shows how those economic benefits have been distributed within the population. In other words, it is GPI Atlantic’s wish to do itself out of a job. 
MSD is therefore to be commended for raising the profile of these vital income equality issues in its reporting. Our recommendation is that this reporting be combined with a request to Statistics New Zealand to produce these numbers annually rather than triennially to allow more regular assessment of trends and thereby to bring the issue even more centrally into the policy arena.

One story that bears telling here is that, when GPI Atlantic released its income distribution report, it received excellent (front page) news coverage. The reporter from Nova Scotia’s largest circulation daily asked GPI Atlantic whether the report had been given to the appropriate authorities in Government. We asked, innocently: “Who are the appropriate authorities? The Minister of Equity? Who in Government is in charge of equity, and of reducing the disparity between rich and poor?” The reporter thought for a while and wondered whether it might be the Department of Community Services that deals with social welfare and social security, but then realised that this does not really deal with equity, or with the incomes of the rich, or with issues of redistribution, but only with alleviating the plight of the poorest. The reporter remarked that the equity issue was so far from the agenda of Government that there was literally no minister, no department and no place in the present structure of Government equipped to deal with the issue as a whole.

Unpaid work

Data on paid work are released so frequently as part of standard economic measures that it has become almost synonymous with the notion of work itself. But data on unpaid work are collected in Canada only once every six or seven years in a time-use survey that is part of the General Social Survey cycles. The most recent time-use survey was conducted in 1998, and the next one will be conducted in 2005. In partnership with the Atlantic Centre of Excellence for Women’s Health, the Nova Scotia Advisory Council on the Status of Women and other groups, GPI Atlantic wrote to the Chief Statistician of Canada requesting that a time-use survey be conducted annually.

Statistics New Zealand’s first time-use survey was conducted in 1998–1999, and was an outstanding and advanced measurement tool.
 Some key results are reported in The Social Report 2003.
 Massey University’s Marilyn Waring, an international pioneer in measuring unpaid work, described the survey in glowing terms as “the most sophisticated and conceptually advanced time use survey of all. This will be the single most exciting information base established as a vehicle for change in my lifetime”.
 

As far as GPI Atlantic know, no decision has yet been made to conduct a second, follow-up survey, although it is difficult to conceive of a better window on the quality of life of New Zealanders than this survey. The time-use survey literally describes how New Zealanders spend their days and weeks – how they balance their jobs, family life, volunteer work, social life and recreation; what they actually do with their recreation time; how much time they spend with their own children; how men and women divide up paid and unpaid work; how time stressed they are; and very much more. Perhaps one of the strongest recommendations we can make in this report, from our own experience, is that MSD urge Statistics New Zealand to conduct a second follow-up time-use survey soon, and to commit to such surveys on a regular basis.

The good news is that tremendous progress has been made in acknowledging and measuring the value of unpaid work and in developing excellent time-use survey tools in the last 20 years. In 1994, Statistics Canada hosted the first international Conference on the Measurement and Valuation of Unpaid Work, and is now developing a Total Work Accounts System as a set of satellite accounts that includes both paid and unpaid work. At the 1994 Conference, the Chief Statistician of Canada declared that the issue “is not about whether unpaid work should or can be measured and valued; it is about the most effective and efficient ways of going about it”. 

Even beyond that, Statistics Canada has included questions on unpaid work in the last two Censuses – providing a larger survey sample than ever on this vital subject. Statistics Canada has invited GPI Atlantic’s input into the design of the 2005 survey, and has shown itself very open to recommendations from interested groups. Now New Zealand has advanced the work further. Even the internationally recognised System of National Accounts now recommends that measures of unpaid work be included in national accounting systems. 

In this positive atmosphere, there is a strong case to be made to sharply increase the frequency of time-use surveys and thus to provide information on unpaid household work, volunteer work, total work burden, free time and related subjects on a very much more frequent basis. In order for policy makers to turn this information into practical action (like incentives for more flexible and family-friendly work arrangements, greater recognition of the unpaid work burden of single parents and correspondingly greater support for this demographic group, and so on), the data must be available more often than once in six or seven years. 

Here are some of the issues and arguments for greater frequency, and also examples of the value for New Zealand in conducting a second time-use survey.

Statistics Canada’s excellent time diaries in the 1992 and 1998 General Social Surveys (GSS) produced the first comparable trend lines, with very important results that revealed facets of our quality of life that would otherwise have remained hidden. For example, the 1998 results revealed that civic and voluntary work has declined, on a per capita basis, by 8.7% throughout Canada, leading to an estimated loss of $4.7 billion worth of valuable services (when Statistics Canada’s unpaid work valuations are applied). It would be important to assess whether there are similar trends in voluntary work in New Zealand.

The 1992–1998 data indicated that this disturbing decline in voluntary work, in a sector on which Government increasingly relies for service delivery and which contributes directly to our quality of life, may be partially explained by another set of results – the increasing time squeeze on Canadians. Time-stress levels increased dramatically in Canada between 1992 and 1998, with women still registering significantly higher levels than men. The 1998 GSS found that fully 38% of working mothers were severely time stressed, putting in an average of 74 hours a week of paid and unpaid work. Again, information on comparable trends in New Zealand would be extraordinarily valuable.

This time crunch also has health implications. A separate and very important new Statistics Canada survey links work hours to health outcomes for the first time, and has found that women who increased their work hours were 2.2 times more likely to suffer depressive episodes, four times more likely to smoke more, 1.8 times more likely to experience an unhealthy weight gain, twice as likely to drink more, and 40% more likely to decrease their level of physical activity compared to women who retained standard work hours.

In short, time-use surveys provide vitally important information about the voluntary sector, about the unpaid work that is still mostly done by women, about total work loads, and about stress and population health effects that could produce major long-term health costs. This is information that cannot be gathered from any other source.

For all these reasons, we respectfully requested that Statistics Canada begin administering time-use surveys on an annual basis. We pointed out in the year 2000 that we could not afford as a society to wait until the year 2006 to find out whether time-stress levels are continuing to increase, whether the informal voluntary sector has continued to decline, and whether the total working hours of employed mothers are becoming more reasonable. Nor could we afford to wait that long to determine whether interventions are working or not. 

The dramatic shift from hospital to home care makes the need for greater survey frequency even more urgent. There is now abundant evidence of an increasing time squeeze on informal caregivers looking after sick, elderly and disabled adults at home. There is even evidence that the time stress on these caregivers is making many of them sick, thus impairing their ability to perform their caregiving functions properly and creating an additional potential burden on the health care system. Not only do we need regular and timely information on this vitally important trend in unpaid work, but we would benefit enormously if the time diaries themselves distinguished the adult caregiving function more precisely.

We have not succeeded so far in obtaining greater frequency, because we have not yet succeeded in creating the requisite demand. But we are confident that the extraordinary value of time-use surveys will gradually become more manifest and lead to greater frequency.

We would recommend to MSD and Statistics New Zealand that its 1998–1999 detailed time-use survey be administered once every 3–4 years, and that a shortened version providing essential information on the most important topics that are of direct policy relevance be administered annually. 

Certainly we have now moved beyond the experimental stage, and the direct policy relevance of the time-use survey results has been demonstrably proved. As societies, we are ready to examine the most important trends in unpaid work on an annual basis to determine what interventions are necessary to improve the quality of life, to strengthen the voluntary sector, to enhance the status of New Zealand women in particular, and to improve the relevant population health outcomes for all New Zealanders. Such annual results will also allow timely adjustments to existing interventions to increase their effectiveness.

Environmental and resource data

Tremendous progress has been made in the last 30 years in, for example:

· developing forest inventories and estimates of fish stocks
· monitoring air quality and water quality
· measuring changes in soil quality and soil erosion
· developing environmental standards, objectives, targets and guidelines against which progress can be measured.
In fact, state of the environment reporting is still a remarkably young field, and we have come a long way. Credit is especially due to organisations like the World Resources Institute, which pioneered some of the first natural capital valuations. An entire academic sub-discipline, complete with professional associations, has grown up around the field of “ecological economics” and is aimed at assessing the true value of our natural assets and measuring the economic costs of their depletion or degradation. 

Yet, there is no question that the biggest reporting gaps and the greatest measurement challenges remain in the field of environmental and natural resource data. GPI Atlantic found it extraordinarily challenging to quantitatively assess changes and trends in the age structure and species structure of Nova Scotia’s forests. Each forest inventory undertaken since 1958 used different methodologies, and included and excluded different categories of forestland. Statistics Canada and the National Round Table on the Environment and the Economy found that data were simply not available nationwide to assess qualitative forest trends like age and species structure. This is a huge and dangerous gap – we could be losing our old and diverse forests and replacing them with young, single-aged, single-species plantations, and we have no measurement system capable of revealing this trend.

Similarly, we found air quality and pollutant concentration monitoring to be inconsistent, with large data gaps in important places, and we found reporting to be even more irregular. For example, the province of Nova Scotia has not released a public report on air quality in almost six years, even though it registers the highest levels of ground-level ozone and the highest sulphur dioxide concentrations in the country. Even more disturbing data gaps exist in relation to the marine environment. Some of the challenges in good monitoring are scientific, but all experts agree that insufficient funding is the primary cause of inadequate monitoring and reporting.

For this reason, Environment Canada has recommended to the federal government the creation of a new and integrated Canadian Information System on the Environment. Indeed, the National Round Table recognised such a system as essential for its own work in developing and operationalising indicators of sustainable development for Canada and in expanding the System of National Accounts to include measures of natural, human and social indicators. It noted that its proposed indicators:

… are only as good as the information system from which they are derived. Because of the importance of high-quality data and information, the NRTEE recommends the creation of a national information system for capital assets. This system will … increase the amount of high-quality, consistent national environmental data. Key to the creation of new capital accounts will be the provision of more, and most likely, new information. Increased support of monitoring efforts (including remote sensing information) and CISE (Canadian Information System on the Environment) are crucial to the success of this proposal.

The National Round Table’s findings, conclusions and recommendations on expanding the current environmental monitoring and data availability are worth quoting in some detail here, as these recommendations are as likely to be relevant to New Zealand as to Canada. Again, a co-operative effort between the two countries could be extraordinarily useful in this regard, as it can help develop internationally comparable systems. Here is the National Round Table’s needs assessment of the data needs of its proposed new System of National Accounts that would include measures of natural, human, economic and social capital:

The System of National Accounts will provide a structured approach to relating trends in natural, human and, eventually, social capital to economic data. However, these new accounts must be populated with reliable and consistent data covering the entire country. An expansion of the SNA depends on the ability of data providers to continue with, and expand, monitoring activities, especially in regard to environmental issues. 

One of the most important findings of the ESDI (Environment and Sustainable Indicators) Initiative is the surprisingly poor quality of much of Canada’s national-level environmental information, especially for a country that prides itself on the extent of its relationship with nature. Because of the lack of sufficiently comprehensive, coherent, current and authoritative data, it is not possible to report with confidence on various indicators. Therefore, the NRTEE recommends investment in the systems needed to generate and improve national-level environmental information. In particular, the government should support implementation of the Canadian Information System for the Environment (CISE). 

While the government has approved CISE in principle, it has not yet recognised that it will require significant resource allocations. Existing CISE activities are being funded from temporary reallocations from within Environment Canada’s existing budget. To be effective, however, CISE needs more than ad hoc funding. Providing stable, ongoing support for CISE will greatly enhance the provision of accurate, timely information about Canada’s natural capital and environmental conditions. It will also assist in creating detailed indicator databases that can be disaggregated by sector and geographic area to appropriate scales for use by different levels of government and various organizations …
In addition to the creation of consistent and accessible databases by CISE, increased environmental monitoring of all kinds is necessary. In particular, the expanded availability of accurate, regularly updated remote sensing data holds great promise for the creation of proper national indicators for many forms of natural capital, particularly those related to land cover and quality.

7.6.2 
To aggregate or not to aggregate

One of the most controversial aspects of index work is the issue of aggregation. As noted earlier, GPI Atlantic decided not to aggregate index components, at least in the construction phase of the index components. We noted several strong reasons for this decision.
· A single bottom line number that indicates whether the overall index is going up or down requires subjective and judgemental weighting formulae in order to aggregate broad and diverse categories of social, economic and environmental variables.

· Aggregation requires the use of a common metric (such as money) that may not be suitable to all indicators.

· Aggregation also requires broad assumptions applicable to all indicators that may limit the capacity of individual index components to “tell the whole story”. As an example, we noted that the US GPI excluded almost all government spending as defensive expenditures, so a “cost of crime” analysis that excludes government spending on police, prisons, and courts cannot provide a complete or comprehensive picture of the true cost of crime to society.

· “Bottom line” indices are vulnerable to challenge on the basis of their starting point as well as their end point. For example, the original US GPI begins with consumption expenditures as an indicator of wellbeing and then adds activities judged to be valuable (like volunteer work and unpaid household work) and subtracts liabilities like crime and loss of wetlands. First, this approach may easily confuse stocks and flows. Even more seriously, the assumption that all consumption expenditures contribute to wellbeing is questionable from the perspective of sustainable development, where increased consumption may produce resource depletion.

· Aggregation has limited utility from a policy perspective. Policy planners need to know what is going up and what is going down and why. A bottom line increase or decrease may simply “average out” major assets and liabilities, and provides no practical guidance to decision makers seeking intervention in their areas of responsibility – whether resource management, crime prevention, health promotion, job creation or social policy.

Seven years ago, after extensive consultations, we decided not to aggregate components of the GPI for these and other reasons. We have not changed our minds on this issue, with two exceptions.
1. We have been impressed with a solution to the knotty problem of weighting that is proposed by Lars Osberg of Dalhousie University and Andrew Sharpe of the Centre for the Study of Living Standards. Their Index of Economic Welfare allows users to weight components of the index according to their own values. Thus, an analyst who assumes that economic growth is a tide that will lift all boats may weight consumption expenditures highly and give equity considerations lower priority. Conversely, a more interventionist social reformer may weight the income equality variable highly and the growth/consumption variables not as highly. The different weights will yield very different index outcomes. This approach has the great virtue of forcing users to make their own implicit assumptions explicit, and can help foster vigorous social debate on values, trade-offs and strategic policy directions. In light of Osberg and Sharpe’s work, we are inclined to take a fresh look at weighting options, provided they are explicit, offer alternatives and point to a range of policy scenarios. 

2. We certainly recognise that there is some scope for aggregation of sub-components where units of measurement are consistent, and that it may be possible to construct sub-indices – eg for the sustainability of renewable natural resources or for livelihood security. 
In its own work, GPI Atlantic plans to devote most of 2005–2006 to the integration of the index components developed to date. By the end of 2004, we will have completed the construction of all intended major GPI components, and our original plan has always been to wait until that moment to explore the potential for integrating the diverse components of the index. This exploration may involve sub-aggregation and construction of sub-indices, but we recognise that integration may take many other forms. The key is to ensure that the social, economic and environmental components of the index are linked with one another for analytical purposes that can in turn provide practical policy guidance. It should be possible to explore what the implications of a change in one indicator are for a range of other indicators and to model a range of “what if” scenarios to assess the implications of particular policy interventions for the full range of index components.

Beyond an expression of our misgivings about aggregation, and our own intentions and approach, it is very difficult for us to advise the New Zealand government on this challenging and sensitive issue. The most we can say is that we advise extreme caution in the area of aggregation and weighting. At the same time, a simple suite of individual indicators is insufficient if it does not demonstrate the linkages among social, economic and environmental realities. 

Currently, indices like the US or Australian Genuine Progress Indicator and New Zealand’s Social Report 2003 represent these two extremes of aggregation on the one hand and a suite of relatively unconnected indicators on the other. In our own view, the challenge in the years ahead will be to explore a middle road that maintains the clarity and integrity of individual indicators while demonstrating their interconnectedness. The introduction and appendix to New Zealand’s Monitoring Progress Towards a Sustainable New Zealand signal an interest in finding a common approach to a wide range of indicators, as does the framework proposed here. But it must be acknowledged that the Sustainable New Zealand report itself still consists largely of a suite of largely unconnected indicators.

7.6.3 
Frequency and timeliness of reports

Another key challenge is to determine how often to release reports on social wellbeing. MSD issued two Social Reports two years apart. Should the report be released annually, or even more often? In our own experience, there are three levels of reporting, all of which should happen simultaneously.
1. In-depth, detailed, analytical reports of particular index components should be undertaken on an ongoing basis, with each subject the focus of close and detailed attention every few years. For example, it is not necessary to issue a detailed set of forest or fisheries accounts every year because resource changes do not generally happen that quickly. However, every few years, a detailed “state of the forests” report is essential to examine all the dimensions of forest health in greater depth than an annual indicator report covering many subjects can possibly do. The indicator work itself is likely to spawn major academic research projects that can shed light on the meaning of particular trends. This level of detailed work can be irregular, but care must be taken not to neglect any component of the index for too long. Our GPI Atlantic work to date has followed this particular path, because of our initial decision to construct the index from the bottom up on the basis of detailed empirical evidence and an in-depth understanding of each index component.

2. However, there is also great virtue in consistent annual reporting in the form of a report card assessing trends across all index dimensions and components. In late 2004 or early 2005, GPI Atlantic intends to bring together all its key researchers and experts from around Canada to assess the seven years of GPI Atlantic work to date and to select from among a huge number of indicators developed to date the key benchmark indicators that will be used to monitor progress on an annual basis. 

To use the forest example again, GPI Atlantic found that age diversity was a key indicator of forest health that shed light on many dimensions of forest performance, including carbon storage capacity, protection of soil quality and watersheds, protection of biodiversity, provision of premium-priced wide-diameter and clear lumber for the market, aesthetic value that supports the tourism industry, and so on. Changes in this one key indicator can therefore provide a wealth of information about the state of the forests and should be tracked and reported carefully and regularly. Other key indicators might include greenhouse gas emissions, crime rates, ratio of top quintile income to bottom quintile income, and so on. 

The point is that the selection of such key indicators can provide a highly useful framework for consistent annual reporting, for holding governments accountable on a regular basis, and for evaluating the success or failure of particular policies and programmes. This is GPI Atlantic’s next step. Interestingly, this is the first step for most indicator projects, but the last step in the development of the Nova Scotia GPI.

3. Finally, the new indicator work represents more than a reporting mechanism. It also represents an approach to social development, social policy and assessments of progress. From this perspective, reporting should be continuous and ongoing. In a sense, the social wellbeing indicator framework should completely penetrate the policy arena and never be absent from the decision-making, evaluation and accountability processes. All programmes should be evaluated on an ongoing basis according to the indicator perspective. At every key policy moment, the question should be present – how would The Social Report or the GPI assess this intervention?

This is not just a philosophical or value question, but a very practical one that requires proactive work on an ongoing basis. For example, the GPI economic valuations assess the economic costs of crime. Whenever new crime statistics are released by Statistics Canada, we should be ready to respond with our perspective – “This year’s X% increase in property crimes will cost Canada $Y million dollars. While the GDP counts increased expenditures on prisons as economic gain, the GPI recognises these expenditures as costs to the economy”. In short, we should be ready with news bites to respond, from a GPI perspective, to whatever happens – new data releases, new policy initiatives, unexpected events, and so on. 

At midnight on 30 September, Hurricane Juan devastated Nova Scotia. We should have been ready to offer our perspective and to challenge the conventional economic paradigm: all the damage repair, overtime hours for power company employees restoring power and clearing downed trees, the infusion of federal disaster relief funds, and other expenses all fuelled the province’s GDP and economic growth. In the GPI, natural disasters are costs. Conversely, if Government cuts education funding and school gyms close, the GPI should recognise that such spending is actually an investment in the physical health of youngsters that will save $X million in avoided health costs in the future. These investments are quantifiable, and we should be present at a moment’s notice to offer the GPI perspective. 

Unfortunately, as a non-profit group, we have not had the means to do this proactively, but we do respond when asked. As our work has become more widely known and accepted over time, we find that the media frequently call us for a GPI perspective. We have been asked to participate in radio talk shows when the government presents its budget, and to comment on radio and TV and in the print media on particular policies like tax cuts and subsidies to industry. In summary, the key point is that the wellbeing indicator perspective should provide ongoing commentary on all aspects of policy and life that challenges the narrow reliance on economic growth statistics and infuses a broader social–economic–environmental perspective. 

In summary, all three of these elements are necessary simultaneously. We need consistent and regular annual reports, along with less frequent in-depth analyses of particular index components, and an ongoing indicator perspective and commentary on all aspects of policy.

7.6.4 
Data presentation and analysis

In our own experience, there are really two separate aspects of indicator work – the research and the reporting. The former must be done with extraordinary attention to detail, credible citation and reliable sources, and rigorous methodology to ensure that all reported results are solidly based in sound evidence and statistically valid. In that process – particularly when reporting at sub-national levels – attention must be paid to details like survey sample sizes and margins of error to ensure that all results have statistical significance. However, so long as that back-up evidence exists and is transparent, publicly available and subject to scrutiny by experts and researchers, the requirements of reporting address quite different issues.

Reporting must be done with different audiences in mind and with an eye to effective communication. Graphic representation of key results in the forms of charts, clear tables and comprehensible messages should always be backed by lucid, intelligible yet sophisticated analysis. The messages must be based on reference to detailed data sets, so that challenges can be readily answered. In our experience, the key challenge in reporting is that presentation of results must speak simultaneously to policy makers, the general public and academic experts. If the indicator work is simple-minded, the experts will discredit it. If it satisfies only the experts with its acknowledgement of complexity, it will make no impact on the policy arena or the public mind. 

GPI Atlantic therefore produces very detailed reports on each indicator component, often 200–300 pages or more in length, meticulously footnoted and referenced. But we also hold press conferences, issue two-page press releases and short executive summaries, and produce a glossy four-page tabloid entitled Reality Check: The Canadian Review of Wellbeing that is suitable for coffee tables and that presents results in an easy-to-digest article format. Please visit the GPI Atlantic website (www.gpiatlantic.org/realitycheck/index.html) for past issues of Reality Check. Please see also the Articles and Press Releases section of the website (www.gpiatlantic.org/releases/releases.shtml) and the Media Clippings section (www.gpiatlantic.org/clippings.shtml).

In summary, as with the issues noted above, a middle ground is important so that the indicator work has credibility and speaks to a wide range of audiences.

In reporting results, we have found that effectiveness depends primarily on good analysis, and understanding of and reference to the meaning of the results. Especially when Government is responsible for the reporting, as in New Zealand, there may be a temptation to confine the presentation of results to straight description, without reference to explanation, possible causal factors or potential solutions. It is therefore most important that a key purpose of the indicator work must be kept clearly in mind in the reporting process – namely to provide policy makers with information to guide policy. The effectiveness of the indicator work will be seriously blunted if it does not remain relevant to policy.

There are many possible examples that could be given on virtually every section of New Zealand’s Social Report 2003, but just one is presented here to indicate the importance of this analytical work. To its great credit, New Zealand, in 1998–1999, administered its first time-use survey, and some of the unpaid work results are reported on pages 112–113 of The Social Report 2003. However, analysis is lacking, as is identification of many of the vital social issues raised by the results. The reporting does not follow through on the implications of the data, draw conclusions, or suggest policy interventions to address challenges. In particular, the reporting does not link the unpaid work results with other key results in The Social Report and therefore misses vital linkages that are essential to proper analysis.

Again, this is not intended to be unduly harsh or critical. New Zealand’s first time-use survey was an outstanding step forward, and the incorporation of results into the social reporting mechanism is very significant. However, GPI Atlantic was asked to suggest “next steps”, and we are doing so here in that spirit.

To follow through on this one example, what issues might be raised by a full analysis of unpaid work results?

First, the results presented on pages 112–113 of The Social Report 2003 refer to unpaid work outside the home, while a one-paragraph section on page 63 assesses the total economic value of unpaid work in New Zealand as part of the chapter on market income per person. An expanded descriptive section on unpaid work within the home is essential to assess the total work burden of New Zealanders, and particularly to compare the total work burden of men and women in the country. The time-use survey does reveal detailed results on unpaid work within the home, including gender breakdowns. So this additional reporting and analysis is possible. 

Second, a deeper analysis would correlate the unpaid work results with data from Statistics New Zealand’s Household Labour Force Survey. Important data from that survey, including the proportion of the population working long hours, are presented on pages 50–57 of The Social Report, but again no effort is made to combine the different survey results to assess the total work burden of New Zealanders and its effects on their leisure time – which is a vital aspect of wellbeing and quality of life. 

Such a deeper analysis might examine trends in long work hours (paid + unpaid) that would go beyond data on long paid work hours alone, and assess whether New Zealanders are becoming more or less time stressed. A 10-question time-stress survey, which allows correlation between total paid and unpaid hours worked and levels of time stress by demographic group, accompanies Statistics Canada’s time-use surveys. If such a time-stress survey is not presently conducted in New Zealand, GPI Atlantic strongly recommends its inclusion in future surveys, as we have found it a remarkably useful reporting tool with direct relevance to wellbeing and quality of life. 

Those data in turn have implications for a wide range of social policy issues. First, high rates of time stress have been associated with poorer health outcomes. A recent Statistics Canada study of longitudinal health survey data, just released, found that respondents reporting high levels of stress in 1994/1995 had significantly higher odds of reporting a number of adverse chronic conditions in the most recent period, 2000/2001 – including arthritis and rheumatism, back problems, chronic bronchitis or emphysema, and stomach or intestinal disorders. Women, in particular, reported stress stemming from time constraints that led not only to the above disorders but also to asthma and migraine headaches. 

Those time constraints are likely to result from women’s double work burden of paid and unpaid work, as time-use surveys suggest that women still do nearly two-thirds of the unpaid household work, even though they have doubled their labour force participation rate in the last four decades. The unpaid work results, therefore, also raise issues of gender equity. The Social Report 2003 does note that women are more likely to do unpaid work outside the home than men (63% compared to 55%) and that they spend more time providing unpaid care than men.
 But the implications for gender equity and for women’s health and wellbeing are not analysed or discussed. 

If women are working for pay in larger numbers than ever before, producing a major shift in the gender division of labour in the market economy, has there been a comparable change in the gender division of labour in the household economy? If increased labour force participation has expanded women’s freedom in pursuing careers, has this freedom come at the cost of a loss of free time? And what policy implications flow from these results? Should there be more initiatives to encourage family-friendly work arrangements, which take into account the additional unpaid work burden that women carry? Might we look for inspiration to countries like the Netherlands, which passed a law prohibiting discrimination against part-time workers, who therefore get equal hourly pay, pro-rated benefits and equal opportunities for career advancement? Might such reforms, which make shorter paid work hours more attractive and financially feasible, reduce the long total paid and unpaid work hours currently put in by many New Zealand women? 

The data can also be linked with more standard economic valuations. Page 63 of The Social Report 2003 estimates the value of unpaid work in New Zealand in 1999 at $39,637 million. A similar assessment could be provided separately for volunteer work. Thus, if the unpaid work performed outside the home, as reported on pages 112–113 of The Social Report 2003, was replaced for pay in the market economy, what would it be worth in dollar terms? And what is the corresponding value of government support for and investments in the voluntary sector? Is there a connection between the current lack of valuation of unpaid work in conventional economic reporting and the high poverty rates among single mothers, whose paid work options are seriously circumscribed by their unpaid work responsibilities? Might more attention to such valuations encourage stronger social supports to single parents and other groups, whose contribution to the unpaid work sector is presently insufficiently acknowledged and valued?
These and comparable policy issues are not currently on the policy agenda, in part because the analysis has not yet been fully undertaken or presented in the social reporting mechanisms. And yet, if we are reporting on social wellbeing, issues like this are crucial. Time stresses, and the struggle to juggle paid and unpaid work, are currently seen as domestic issues rather than social policy issues – with families left to argue it out on their own. But coherent and imaginative policy initiatives and work arrangements, many of which have proved highly successful in Europe, and in the Scandinavian countries in particular, can help to make major improvements to daily quality of life. We do not have comparative New Zealand figures available at this point, but we have found that the average Dane has 11 hours more free time per week than the average Canadian. This is a key issue for wellbeing and quality of life, and the time-use and unpaid work data can offer vital insight not available elsewhere.

This is only one example of the deeper analysis and policy debate that should accompany social indicator reporting if it is truly to penetrate both the policy arena and the public consciousness. Similar examples could be given for other sections. A single annual report summarising results from a wide range of indicators may not be the most appropriate tool for such analysis, and it may be going on in New Zealand policy circles and in other documents of which GPI Atlantic does not have knowledge. But if it is going on publicly and extensively, The Social Report 2003 itself does not reveal it, and the annual report could be greatly strengthened by at least including reference to such analyses that may be occurring in other places.

We appreciate that The Social Report 2003 does identify the importance of connecting its results with wider research on causal factors and interrelationships among variables:

The social report cannot tell us the cause of a problem, nor can it evaluate the impact of particular government policies. However, it can alert us to the existence of problems and identify areas for further investigation and research … What the social report can do … is to help identify issues and areas for further investigation.

This is a very reasonable delineation of responsibilities. Our suggestion is that some method of pointing to the links between the descriptive results contained in the Social Reports and related analytical research that delves into explanatory and causal factors could be very helpful in deepening discussion and debate on the issues raised in the Social Reports.

In conducting such analyses of the social indicator data, government and non-government groups are faced with different sets of challenges and, correspondingly, different antidotes and potential solutions.

Presentation and analysis by the non-government sector

In this regard, there are some advantages to non-profit and community involvement in indicator work. Because GPI Atlantic is completely independent and non-partisan, it has no hesitation in pointing to what it sees as the policy significance of results, in suggesting hypotheses that may point to root causes, and in making policy recommendations that flow clearly from the evidence. Interestingly, government officials have often privately expressed appreciation that GPI Atlantic is able to say things that they know need to be said, and to point to trends, causes and implications that they are constrained and inhibited from stating publicly themselves. 

These officials, and some industry representatives too, have told us that our reporting often helps them move forward their own agendas within Government. As an example, just this week, I received a call from a senior official at Nova Scotia Power, the electric power monopoly, telling me that they planned to use the results of the GPI Air Quality Accounts to persuade their own shareholders of the necessity of moving towards cleaner energy production and greater reliance on renewable energy sources like wind power.

In this regard, from GPI Atlantic’s standpoint, our researchers found the 2001 and 2003 Social Reports a little more constrained in their reporting than we are accustomed to, and somewhat lacking both in analysis of the results and identification of potential forward movement. We recognise that this may be a function of the fact that the case in New Zealand is not like that of Nova Scotia, where the research and reporting on social and environmental indicators are primarily in the purview of the non-profit sector. The Social Reports, the sustainable development report, and the municipal quality-of-life report are all government undertakings and responsibilities in New Zealand. This has both tremendous advantages in sealing the commitment of Government to the process and to the goals and objectives inherent in the selected indicators, but it also raises challenges that are quite different from those in Nova Scotia.

On the one hand, GPI Atlantic craves the level of government commitment and involvement in social indicator and sustainable development reporting that exists in New Zealand. We have a range of “external” challenges, including funding, infrastructure, resources, data access and policy penetration, which can all be resolved “internally” far more readily when Government is actively involved and directly responsible for the reporting, as in New Zealand. However, we have the advantage of independence and lack of constraint, particularly in the analytical component of reporting. We also have no hesitation in spelling out explicitly what we see as the implications of the results and in making recommendations based on the evidence. 

For GPI Atlantic, therefore, the antidotes to our challenges are quite different from those facing New Zealand, and our recommendations to MSD here are therefore based on observation of those differences rather than on direct experience of circumstances analogous to those in New Zealand. GPI Atlantic has adopted three particular principles to deal with the fact that it is independent of Government in this process. 

1. Although we make recommendations based on evidence, we draw a clear line between that process and “advocacy”. We eschew the latter, and never engage in lobbying on any issue, but leave that work firmly in the hands of other organisations and community groups who are free to use our publicly available results for advocacy purposes if they find them useful. A good example again is our GPI forest accounts, which were our most controversial report by far. The results and trends clearly pointed to a dramatic loss in Nova Scotia’s old forests and a degradation and depreciation of the province’s forest capital. The evidence could not help but challenge “business as usual” in the forest industry, which relies on escalating harvests and on clear-cutting for 98% of its harvest.

However, once we had produced the results, drawn the obvious conclusions, pointed to their implications, and recommended a reduction in harvest levels, reduced reliance on clear-cutting and greater reliance on uneven-aged selection harvest methods, we went on to our next piece of research. Our evidence was taken up by a bevy of environmental organisations and other advocacy groups, and became the subject of ongoing debate in Government, the forest industry and the press. We explained our results whenever requested to do so, but we did not engage in any lobbying or pressure to put our results into action. To maintain our credibility as a research institute, our Board of Directors has a very explicit policy that eschews advocacy, adheres to a strict research and reporting mandate, and maintains a strictly non-partisan stance that is also unaffiliated with any interest group.

2. We have to make particular efforts to ensure the credibility and statistical validity of our results. We use official government sources and the most credible, peer-reviewed scientific evidence for our research and results, so that there is as little dispute as possible at the purely descriptive level on the numbers that are used. All sources are carefully cited. In addition, the methodologies used to make calculations are completely transparent, and we make abundantly clear that we are completely open to improved methodologies and better data sources as they become available.

When different assumptions and different interpretations are possible, we present these alternative interpretations, and we frequently present a range of estimates, reporting both low- (conservative) and high-bound estimates for figures, where different assumptions yield different results. For example, the climate change literature contains a wide range of estimates for the damage costs of greenhouse gas emissions. To the extent possible, we survey the literature, explain the different assumptions, and then apply both low- and high-end cost estimates to the Nova Scotia data. In our final presentation of results, particularly at press conferences and in press releases, we focus on the most conservative (low-end) cost estimates, indicating, for example, the minimum damage costs attributable to particular pollutant releases.

3. We make explicit efforts to work with Government and involve Government in the indicator research and reporting process before we release any results. In the course of our research, we consult government experts on a regular basis, and we provide first drafts of reports to relevant government officials for their review comments. To the extent possible, we then incorporate those comments into our final version, which we then provide to Government in advance of any public release. In this way, Government is never caught “off guard” by our results and can prepare its own responses to the media. 

More than that, we hope that there is some “buy in” to the issues and results, so that, by the time results are released, Government is already committed to forward movement in the area under discussion. In the case of our GPI air quality accounts, we made the report available to the monopoly power company in advance of release, and we were delighted that Nova Scotia Power officials used the occasion of our report release to announce their commitment to air pollutant emission reductions, cleaner energy sources and greater investment in renewable energy, particularly wind power. 

In summary, as an independent research institute, we do not have to hold back or fear controversy in the way that government reporting mechanisms may sometimes do, and we try to make the reporting as explicitly policy relevant as possible. We know that sometimes Government will like our results and sometimes they will not, but we let the evidence speak for itself and make no bones about the social goals and values underlying the GPI. (See the earlier section on the value basis of the GPI and of all measures of progress.) But at the same time, we adhere strictly to our research mandate. We recognise that an adversarial approach is not compatible with that mandate, and is generally unnecessary and unhelpful in promoting forward movement. We therefore make every effort to work co-operatively with both government and academic partners at every stage of the research and reporting process.

Presentation and analysis by Government
When Government is responsible for the reporting, as in New Zealand, both the challenges and the antidotes are clearly different:

· Government does not engage in public advocacy with itself
· it will rely on government sources for its evidence
· it is already fully informed about the research and reporting process at every stage of the work.
No special initiatives or efforts are required to achieve those goals, as is definitely the case when research and reporting are conducted by the non-government sector. The challenge for Government, therefore, is to provoke and encourage adequate analysis, and to turn that analysis into policy recommendations. 

GPI Atlantic is too far removed from the process of indicator development undertaken by MSD to know how it happens – we have only seen the final results in the Social Reports themselves. Therefore the two recommendations that follow may already be in place or under consideration. Nevertheless, they are offered here as potential ways to deepen the analytical aspect of the indicator reporting and to enhance its policy relevance.

1. First, if it has not already done so, MSD might wish to team up with a group of independent experts, academics and analysts, or with a broad range of community groups, in order to stimulate greater analysis and penetration of the results. This could be done in several ways. An early draft of results could be released (embargoed and in confidence) to independent academics and analysts who are commissioned to write in-depth analyses on particular sections or subject areas covered in the report. Alternatively, these analytical pieces can be commissioned on a range of subject areas after the results are first released, in order to stimulate ongoing debate and discussion over the succeeding year or until the next report is scheduled for release. Agreements with those analysts can clarify that their papers are not subject to “approval” by Government, but are actually independent efforts. A requirement of any such commission can be that analytical results should also be presented in summary format and without jargon for public release to the press to ensure that the analysis is widely disseminated.

In addition to the above, results and text on particular sections of the report can be pre-released in special briefings to stakeholder groups, whose reactions and viewpoints are then incorporated into the actual report itself. For example, Māori and Pacific groups might be consulted on the cultural identity section of the report; health experts and health promotion groups on the health section; environmental groups on the air and water quality sections; and victim services groups on the child abuse and victimisation sections. This is a reverse of the process that GPI Atlantic engages in prior to report release, where government experts and officials are invited to review the report or sections of it before the report is publicly released, and their comments and feedback are incorporated. In this case, Government would undertake the same process with the non-government sector. 

Another form in which this independent analytical work might be stimulated is formal alliances and partnerships with independent research institutes and think tanks in New Zealand. the National Round Table on the Environment and the Economy in Canada regularly publishes “State of the Debate” reports, which might be a useful model for MSD in stimulating public debate on some of the key issues raised in the Social Reports. In short, special effort should be made to stimulate analysis and understanding of the significance and meaning of the results. 

Quite simply, a single annual report containing a wide range of summary results cannot do justice to the complex issues involved in each set of results. Because these are often relatively new issues, in the sense that they are more peripheral to conventional government concerns and agendas, this additional analytical and educational function is crucial for the indicator work to have the depth of social penetration and effectiveness that is possible. Indicators are very powerful tools that can change public behaviour and directly influence the policy agenda. But more work than a simple annual reporting of results is necessary for that to happen. All this may already be going in New Zealand, so please ignore this advice if it is not pertinent or is already happening.

2. Another way to stimulate this deeper analysis, and to incorporate independent perspectives into the reporting mechanisms, is to establish an “advisory group” or (better yet) a “steering group” process for the social reporting mechanism that includes independent experts and analysts. In fact, the research team itself could include independent, commissioned experts, rather than rely on in-house expertise. Again, this may already be happening in New Zealand. Such a process would change the dynamics of the social reporting apparatus from being an in-house affair to a partnership with non-government groups and individuals. Again, some watchdog mechanism would be required to ensure that the researchers and/or steering committee have true independence and are not expected to “tow the line” on any issue.

Consultation and action
In our experience, the advice above must be tempered by a need to balance the kind of broad-based consultation and review described here with decisive action. In other words, the credibility and objectivity of wellbeing indicator work depends on the buy-in, participation and endorsement of respected experts and indicator practitioners, as well as representatives of the “target” audiences (Government, media, community organisations, business). At the same time, there is a real danger that overly wide and open-ended consultations can turn into endless theoretical debates and inhibit the release of results. There can always be “more research”, but our goal must be to use the best available evidence and methodology to produce highly credible results on key issues without undue delays, with the proviso that we are always open to future improvements. In other words, the “tyranny of the best” (getting the reporting and results “perfect”) should not be at the “expense of the good” (launching a report that provides important, useful and usable information).
7.7 
Practical next steps

Beyond the deeper issues raised above, there are a number of very practical “next steps” that can assist the further development of social indicator work in both New Zealand and Canada. While some of this requires some more effort and investment “up front”, it can potentially save a lot of time and effort further down the road. The following steps are suggested and simply listed here without discussion, as they are quite obvious.
· In 2002, MSD conducted a review of The Social Report 2001 that involved consultations with New Zealanders from throughout the country. In GPI Atlantic’s view, such consultations are an essential component of social indicator reporting. In fact, an ongoing assessment of the goals and objectives of the reporting work seems vitally important to us, along with an attempt to identify as explicitly as possible the social and national vision embodied by the indicators, and the consensus values they represent. This review process and delineation of objectives, particularly if conducted in the public arena, can help mobilise New Zealanders behind a common vision and thereby foster national unity.

· MSD might consider maintaining a continuing inventory and ongoing literature review of social indicator work from which New Zealand can learn on a regular basis. Globally, there have been tremendous strides made in recent years in a number of countries, in improving methodologies, developing new data sources, constructing more viable and comprehensive frameworks, and reporting results in new and innovative ways.
New reporting mechanisms, for example, have used the internet in creative ways to allow citizen interaction and involvement in the process. Thus, the Georgia Basin Futures Project in British Columbia now provides opportunities for remarkable learning experiences by ordinary citizens and schools, with computer programs enabling individuals to experiment with the implications of their own “what if” scenarios and to think of trade-offs and values. For example, if having a bigger house outside the city and a nicer car to drive to work is a key personal goal, what are the environmental, transportation and social implications of these choices?

We have already referred to innovative use of weighting mechanisms in the Osberg-Sharpe Index of Economic Wellbeing, and GPI Atlantic has learned a lot about natural resource accounting from the work of groups like the World Resources Institute. If continuous improvement is our goal, then one key aspect of social reporting is to track ongoing work in the field from throughout the world.

· Close consultations can be held (and undoubtedly already are) between MSD and Statistics New Zealand on the data sources required for optimal social indicator reporting. These consultations will include a systematic discussion of current data gaps, and of the most appropriate data concepts and units of measurement for reporting on social wellbeing. In particular, Statistics New Zealand may be asked to run special tabulations for analytical purposes, to correlate results from different surveys, and to disaggregate results by demographic group. To take the example of unpaid work data above, Statistics New Zealand may be asked to correlate results on unpaid work hours by demographic group from the 1998–1999 Time Use Survey with paid work hours results from the Household Labour Force Survey.

· If this does not already exist, steps can be taken to develop a database specifically for MSD’s Social Reports, with a view to:

–
easy updating of data
–
ease of comparability and replication of the results for other jurisdictions
–
provision of access to the broad community of practitioners and researchers
–
linkages to existing Statistics New Zealand and other databases
–
particularly, elucidation of linkages among diverse data sets so that researchers can investigate causal relationships and correlations among a wide range of social, economic and environmental variables (this last objective is particularly valuable for policy purposes if the indicators are to be used to inform timely and appropriate interventions).
The database should have maximum utility for both research and presentation purposes. This means that keynote indicators and results reported in the Social Reports would be linked to far more extensive and detailed underlying data sets to facilitate analysis and further investigation.

7.8 
Political next steps

GPI Atlantic has set a goal for itself as a next long-term step. This may or may not be appropriate to New Zealand circumstances, where Government is responsible for social reporting, but it is worth mentioning here as MSD specifically asked GPI Atlantic to focus on where we go from here. To this point, we have outlined next research and developmental steps. But I believe that social indicator researchers are all motivated by a common desire to see their work used to improve people’s lives and enhance wellbeing. I know of few indicator researchers who are content to see their work gather dust on academic shelves. So there is certainly a political dimension to this work and, while adhering to its non-partisan, non-advocacy position, GPI Atlantic is now giving greater expression to this political dimension. We feel we are ready to take this step because we have spent seven years focused on careful research, which we will continue to do. But we now have solid empirical basis from which to bring the indicators into the political realm. 

To begin, we have to recognise honestly how powerful the old economic growth dogma remains and how little it is challenged at any fundamental level. We do not hear it said at election time that “You can have growth, with most New Zealanders still worse off”. The environment, for example, is hardly mentioned in the key platforms of any party, and is hardly reported or debated as an issue. From the perspective of researchers who are dedicating their lives to improved social reporting, the power of the conventional equation that a growing economy makes us “better off” is sobering. The reality is that the perspective propagated in New Zealand’s Social Reports and by the GPI remains largely on the margins. Adhering to our strictly non-partisan position, we have also remained silent on “hot” issues, even when opportunities arose to challenge the conventional wisdom.

From this sobering starting point, we in GPI Atlantic have begun to define where we want to be four years from now. We are not ready yet but, by the next provincial election (probably about four years from now), we want GPI Atlantic to be active in the political arena to ensure that the GPI indicators are central election issues. At that time, we plan to be ready to trot out key GPI indicators, results and hard data as ways of holding Government accountable for its previous years in office, and as ways to elicit commitments by political parties if they are elected. We believe we can do this while remaining strictly non-partisan, by asking questions that are not currently on the agenda, and by providing hard data to hold politicians accountable and to set concrete targets. Our intention is to ask questions and make available data on the key GPI indicators, and on relevant sub-indicators within the key components. The following examples are in no particular order.
1. Health. Are Nova Scotians healthier than when you took office? For example, are rates of teenage smoking up or down since you were elected? Are rates of overall smoking, obesity, physical inactivity, stress, fast food consumption, cancer, diabetes, heart disease, hypertension, etc up or down? What did you do since you were elected to reduce these rates? To what concrete targets will political parties commit to reduce current risk factors and to improve the health of Nova Scotians?

2. Equity. Did the gap between rich and poor in Nova Scotia grow wider or narrower since you took office? Are there more or fewer Nova Scotians / Nova Scotian children living in poverty? What targets will you commit yourself to if you are elected, and how will you achieve them?

3. Greenhouse gases. Are we burning more or less fossil fuel, and emitting more or less greenhouse gases since you took office? What did you do to reduce GHG emission rates since you were elected? What targets will political parties commit to for coming years? What will they do to achieve those targets?

4. Forests. Are our forests in better or worse shape since you were elected? Has the rate of clear-cutting and the volume of timber harvesting increased or decreased? Do we have more or fewer old trees? What have you done since you were elected to improve the health of our forests? Have you promoted selection harvesting? What is your party’s target and how will you achieve it?

5. Crime. Are crime rates for violent crime and property crime up or down since you were elected? What have you done since you took office to prevent crime and reduce the causes of crime? What are your targets and how will you achieve them?

6. Waste. Are we sending more or less waste to landfill since you took office? What have you done to increase the rates of composting and recycling? What will you do to increase the rate of diversion from landfills?

7. Volunteerism. Do we have more or fewer volunteers in Nova Scotia since you were elected? What have you done to support the voluntary sector? What will you do if elected? 

8. Student debt. Is student debt up or down since you took office? What will you do to alleviate the debt burden of students?

9. Ecological footprint. Is Nova Scotia’s ecological footprint larger or smaller than when you were elected? What about our transportation footprint? Our energy footprint? Our food footprint? What are your footprint reduction targets? How will you achieve them and how will you help reduce Nova Scotians’ impact on the environment?

10. Agriculture. Are farmers better off or worse off than when you were elected? For example, the GPI has six key indicators of farming viability, such as debt to income ratios, and so on. According to these indicators, is farming more or less viable than in previous years? Are Nova Scotians buying more or less locally grown food? Are we using more or fewer pesticides and synthetic fertilisers on our soils? What have you done to make farming practices more sustainable? What are your targets? How will you achieve them?

And so on. These are offered just as examples. We are finally ready, after seven years of research, to provide hard numbers on questions like these, to suggest concrete targets and to ask hard questions based on evidence. We believe the time is close when we can actively begin to insert our indicators of wellbeing into the election dialogue. We can begin to draw charts on genuine progress in Nova Scotia across a wide range of dimensions. In the midst of the election campaign, we can actively use the GPI indicators to hold governments accountable and to get political parties to compete with each other on who will do the best job in the next four or more years according to GPI standards. If one of the key purposes of good indicators is the provision of standards to hold governments and policy makers accountable and to evaluate the success or failure of programmes or policies according to whether they achieved their goals or not, then we feel we also have to play an active role in injecting the measures into the political arena.

7. Conclusions and recommendations

8.1 
The Nova Scotia GPI experience

Indicators are powerful. They reflect our values as a society, they determine what makes it onto the policy agenda, and they can change behaviour. The new expanded indicator systems being developed both in New Zealand and in Nova Scotia have the capacity to shift values from largely materialist concerns to deeper social and environmental concerns, and to change the policy agenda in ways that can dramatically enhance social wellbeing.

The Nova Scotia GPI was designed as an instrument of change, intended to direct policy attention to vital social, economic and environmental aspects of wellbeing that are neglected or ignored in conventional measures of progress. However, we see the indicator work fostering such change not through advocacy but through carefully documented research that can garner good press coverage, infiltrate the public dialogue and extend its reach to other jurisdictions.

The GPI approach does not attempt to supplement or complement market-based measures of progress with additional indicators but proposes a new accounting system that includes social and environmental benefits and costs. This “full-cost accounting” approach challenges the assumption that economic growth necessarily makes us “better off” by assigning explicit value to natural, human and social capital. The Nova Scotia GPI adopts the view of sustainable development as a core organising principle, and makes its values explicit, as is necessary for any measure of progress.

The GPI capital accounting framework has certain key strengths, including:

· its long-term perspective

· its recognition that all forms of capital may depreciate

· a conceptual framework that can link diverse social, economic and environmental variables

· its capacity to challenge and overcome key flaws in current accounting processes.

However, it also has important limitations, including:

· methodological challenges in valuing non-market variables

· the implicit assumption that different forms of capital may be substitutable

· different time frames being appropriate to different forms of capital

· inadequate focus on wellbeing outcomes and determinants.

A three-part framework for the measurement of social wellbeing (including wellbeing outcomes, wellbeing inputs/determinants, and wellbeing sustainability) is recommended as a next step in indicator research work. It is suggested that reporting occur at national, regional and local levels, and be disaggregated for different demographic groups, and that linkages among diverse indicator sets be demonstrated. A single, aggregated “bottom line” is not recommended. 

It is proposed that reporting should include (i) annual summary report cards, (ii) periodic in-depth reports on particular indicators, and (iii) continuous, ongoing commentary on policy issues and as new data become available. Three audiences are suggested, each requiring different reporting methods:

· detailed, referenced reports for experts

· clear, easily understandable summaries for the general public

· evidence-based policy recommendations for the policy audience.

It is suggested that the new measures can eventually be used to hold politicians accountable at election time and to evaluate the success or failure of existing policies and programmes.

8.2 
Recommendations to New Zealand’s Ministry of Social Development
The following key recommendations are suggested to New Zealand’s Ministry of Social Development (MSD) for further development of its social reporting framework. These critiques and recommendations are offered with the clear caveat that the author has limited knowledge of New Zealand circumstances and conditions, and also with due respect and acknowledgement of New Zealand’s leadership role in pioneering new measures of wellbeing. The recommendations cluster into two broad categories:

· Recommendations for moving New Zealand toward a GPI/Canadian model
· Recommendations for good practice for indicator development and reporting.

A.
Recommendations for moving New Zealand toward a GPI/Canadian model

1.
Challenging the dominant measures of progress

New Zealand’s Social Reports could offer a much stronger challenge to the dominant market-based measures of progress, which assume that we are “better off” so long as the economy grows rapidly. This challenge is essential if New Zealand’s new indicator systems are to enter the policy realm fully and properly as practical guides to decision making, and not be consigned to a satellite status, in which they simply revolve at considerable distance around the core, dominant, conventional measures of progress. This challenge can be undertaken in at least three ways.

· As an interim measure, the new indicators can perform an important educational function by reporting results in a way that highlights their divergence from the misleading signals that policy makers currently receive from conventional GDP-based measures of progress. This can be done by inserting sentences or paragraphs in the existing reports to demonstrate key contrasts. 

For example, the chapter on income distribution can note that the GDP describes how much income the economy generates but provides no information on how that income is shared or distributed. Chapters on unpaid household and voluntary work can indicate that unpaid work is currently invisible in market-based measures of progress, which count only market transactions and value only paid work, thus obscuring the total work burden of New Zealanders and the challenges faced by the voluntary and caregiving sectors. Chapters on environmental quality can note that current accounting systems value what is extracted from the country’s resource base but fail to value what is left behind, thus misleadingly counting the depletion of the country’s natural wealth as economic gain.

At a minimum, the relationship between the new wellbeing indicators on the one hand and the conventional GDP-based economic growth statistics on the other should be explicitly addressed, examined and discussed. To what extent are they compatible and to what extent do the former challenge the latter, and vice versa? What are the policy choices and trade-offs implied by the new indicator systems?

· In the longer term, New Zealand can move beyond an indicator framework to an expanded capital accounting framework that includes measures of human, social and natural capital and that accounts for their depreciation over time. This includes an economic valuation system, based on full-cost accounting techniques, that gives explicit value to environmental and social benefits and costs. These economic valuations derive from, and always depend on, the underlying physical indicators. Such an accounting system is essential to assign value to the full range of New Zealand’s assets and to reward investments in those assets that will benefit future generations of New Zealanders.

· Parallel with the development of the new indicator and accounting systems, MSD can work with New Zealand’s Treasury to relegate the GDP to its proper (and original) role – as a simple, quantitative measure of the size of the economy. Again in the longer term, New Zealand would no longer use the economic growth statistics to assess its wellbeing and progress – purposes for which the GDP was never intended. Thus, the GDP statistics might be released less frequently – perhaps once every six months – and the savings used to finance the new indicator and accounting systems.

2.
Integrating disparate reporting frameworks

New Zealand currently has three excellent, but disparate, reporting frameworks in addition to its standard economic statistics – MSD’s Social Reports, Statistics New Zealand’s Monitoring Progress Towards a Sustainable New Zealand and the Municipal Councils’ Quality of Life in New Zealand’s Six Largest Cities. The power of the new indicators and their place in the public consciousness could be greatly expanded if these three reporting frameworks were systematically integrated. That integration would send a coherent set of policy signals to decision makers that would constitute a more direct challenge to the country’s dominant GDP-based measures of progress.

In our own experience, it is possible to bridge the gap between reporting on “wellbeing” and reporting on “sustainable development” by recognising that the latter actually refers to the wellbeing of future generations. New Zealand’s Social Reports currently limit themselves quite specifically to reporting on the “current” wellbeing of New Zealanders, but this could be expanded to read that they report on “the wellbeing of New Zealanders – both in this generation and beyond”. This approach will require acknowledgement of circumstances in which current wellbeing may not coincide with the wellbeing of future generations, thus making potential policy trade-offs explicit. For example, excess consumption by the present generation may temporarily improve material wellbeing but leave a social, financial and ecological debt for future generations to pay.

2a.
Integrating new indicator results into standard economic reporting

Over time, the new reporting mechanisms should begin to transform and expand the standard economic reporting systems on which we have long relied. For example, when data are released on the “health of the economy”, income distribution statistics, data on livelihood security and information on the total work burden of New Zealanders (including paid and unpaid work) could be included to give a more expanded picture of economic health. In other words, the new indicator systems need not stand alone, or on the sidelines, but should gradually penetrate and inform the more conventional reporting mechanisms.

3.
Demonstrating linkages among variables

The Social Reports currently present a large number of diverse and largely unconnected variables. The reports could benefit and deepen the understanding of readers by analysis that demonstrates the systemic linkages and relationships among these indicator sets. This analysis could include questions for discussion. For example, what are the potential connections between trends in labour force activity, such as an increase in overtime hours, and stresses on the voluntary sector or on free time? What are the connections between low income or unemployment and health outcomes? How do transportation and commuting patterns affect air quality and greenhouse gas emissions? If the new indicator systems are designed to provide a more holistic view and understanding of social reality than more narrowly based economic statistics, then such relationships need to be elucidated.

One way to create better integration among diverse sets of variables is to examine particular variables across a broad range of indicators. For example, it is possible to include an equity dimension in most indicator sets so that a more systemic analysis links income inequities with employment inequities, health gaps and educational inequities. Similarly, a gender dimension or cultural/ethnic dimension can be applied to most indicator sets to allow for deeper thematic and cross-cutting analysis. One method for undertaking such analysis is presented in recommendation 6 below.

4.
Broadening consultations on indicator selection and methodology

New Zealand’s Social Reports are currently strongest in assessing wellbeing outcomes. Selecting appropriate indicators to assess the key social, economic and environmental determinants of those outcomes is more complex and challenging and will require extensive consultations with experts, stakeholders and community groups. Similarly, if MSD decides to extend its reporting mechanism into the area of wellbeing sustainability, it will also wish to engage in such consultations to determine appropriate indicators. 

Similarly, GPI Atlantic, MSD and other indicator practitioners can all benefit from more extensive consultations on key methodological issues and challenges. For example, if a capital accounting approach is to be used to assess wellbeing sustainability, great care will have to be taken to identify, both theoretically and empirically, those forms of capital that are substitutable and those that are not. Other methodological discussions could focus on alternative economic valuation techniques, the appropriateness of monetisation, the use of demand or consumption-based indicators of sustainability, and a range of other important issues.

5.
Expanding reporting beyond annual summaries

A key challenge is to determine how often to release reports on social wellbeing. MSD now produces very effective and consistent annual or biennial reports that assess trends across a wide range of wellbeing dimensions and components. However, there are two other forms of reporting that could happen simultaneously that would enhance the penetration of the new indicator work.

· In-depth, detailed, analytical reports on particular wellbeing components could be undertaken on an ongoing basis, with each subject the focus of close and detailed attention every few years. 

· Because the new indicator work represents an approach to social development, social policy and assessments of progress, reporting should also be continuous and ongoing. In a sense, the social wellbeing indicator framework should completely penetrate the policy arena and never be absent from the decision making, evaluation and accountability processes. All programmes should be evaluated on an ongoing basis according to the indicator perspective. At every key policy moment, the question should be present – how would The Social Report or the GPI assess this intervention? Indicator practitioners should literally be ready with news bites to respond to whatever happens – new data releases, new policy initiatives, unexpected events, and so on. In summary, the wellbeing indicator perspective should provide ongoing commentary on all aspects of policy and life that challenges the narrow reliance on economic growth statistics and infuses a broader social–economic–environmental perspective into the policy debate. 

All three elements are necessary simultaneously – we need consistent and regular annual reports, along with less frequent in-depth analyses of particular index components, and an ongoing indicator perspective and commentary on all aspects of policy. In terms of summary annual reporting, MSD is far ahead of GPI Atlantic, which intends to move in this direction in future years. By contrast, our GPI Atlantic work to date has followed the second path, producing periodic detailed reports on particular index components and indicator sets. This is due to our initial decision to construct the index from the bottom up on the basis of detailed empirical evidence and an in-depth understanding of each index component. Our particular developmental paths have led us to one or the other method but, hopefully, our future development will enable us to learn from each other and expand our reporting mechanisms, so that all three of the above reporting levels are happening simultaneously. Each has its role and each complements the others. 

B.
Recommendations for good practice for indicator development and reporting
6.
Disaggregating comparable data for reporting at different levels

Because national averages can be deceptive, it is useful to report comparable data at the national, regional, municipal and community levels in order to discern regional patterns. In Nova Scotia, for example, the income, employment and health profile of Halifax is more similar to that of central Canada than it is to rural parts of Nova Scotia like Cape Breton. Similar geographical patterns will undoubtedly appear in New Zealand. Where possible, data should also be assembled to be comparable to international data sets.

Similarly, national data should be disaggregated to allow profiles of a wide range of demographic groups – including Māori and Pacific peoples, women, children, the elderly, and so on. This will also allow analysis of patterns of advantage and disadvantage, and will assist policy makers in targeting interventions where they can be most effective. 

7a.
Including data needs sections
We strongly recommend that all future Social Reports include, in each chapter, a short section on data availability, data gaps, data needs, data frequency and recommendations for improvements in data quality. We appreciate that the Social Report does discuss data issues in general terms in its introductory section.
 The addition of a few sentences within the different sections of the report on specific data needs relevant to each section might help provide additional detail that could potentially spur future improvements in data collection and availability. 
7b.
Co-operation between data users and providers
It must be explicitly recognised that, by comparison with the quality and frequency of conventional economic data, the new indicator and reporting mechanisms are hampered by substantial data gaps. To be effective, the new reporting mechanisms rely on significant improvements in data quality, and they have the capacity to create important new demands for data in areas previously neglected. There should therefore be close co-operation between MSD as a data user and Statistics New Zealand as a data provider, with this two-way relationship being made as explicit as possible in the actual reports.

One example of such data needs is given below. However, it should be noted that a similar list could be constructed for most other components of the new measures of wellbeing. For example, environmental data (including forest inventories that track age and species structure, measures of soil quality, consistent reporting on surface water quality, and waste diversion and composting statistics) are generally inadequate to populate the new indicator systems. In other areas, like population health, there have been vast improvements in data quality in recent years, and these advances should also be acknowledged.

7c.
Data needs – unpaid work

Conducting a second time-use survey. There is probably no better window on daily quality of life than a time-use survey, and no other reliable mechanism for gathering vital data on unpaid work and leisure time. New Zealand’s first time-use survey was one of the best ever conducted globally, and created baseline data on a wide range of important issues affecting the wellbeing of New Zealanders. There is now an urgent need for a second time-use survey to assess trends since that first survey. Ideally, a detailed time-use survey would be conducted once every three years, with shorter annual surveys to assess key trends.

Adding a time-stress survey. The time-use survey should be accompanied by a time-stress survey that allows a correlation between total paid and unpaid hours worked on the one hand and levels of time stress for different demographic groups on the other. Since 1992, Statistics Canada has used a 10-question time-stress survey that could easily be adapted for use in New Zealand. GPI Atlantic has found this survey a very useful instrument with direct relevance to wellbeing and quality of life. 

Combining unpaid work data with labour force data. When good and frequent data are available on unpaid work and time stress, these results can be combined with labour force data to assess New Zealanders’ total work burden, including both paid and unpaid work. These combined data can then be disaggregated by gender, culture, presence of children and other characteristics. For example, we have found, perhaps not surprisingly, that the average working mother in Canada puts in a 75-hour workweek when paid and unpaid work hours are combined, and that working mothers are the most time stressed of all demographic groups. This is vitally important information with health consequences and with wide-ranging policy implications. For example, the results can lead to creative policy recommendations on flexible work arrangements, redistribution of work hours, and shorter workweeks, as pioneered in several European countries.

8.
Deepening research partnerships

This recommendation is offered without sufficient knowledge of the partnerships already occurring in New Zealand, which we understand to be quite extensive. So the following section should be ignored if it is not relevant to New Zealand circumstances. However, in the event that MSD may feel uncomfortable moving from description to analysis and explanation (as suggested in recommendation 3 above) and wishes to adhere to a more straightforward information provision function, these suggestions may be relevant. It is recognised that combining the descriptive and analytical functions may be less of a problem for a non-profit entity like GPI Atlantic than for a government agency. MSD could therefore partner with independent experts and community groups to stimulate deeper analysis and penetration of results. Such partnerships have additional value in broadening support for the new indicators. 

Working partnerships could include:

· commissioning experts to examine and write up in-depth analyses of results

· releasing specific report sections to experts, stakeholders and relevant community groups, prior to public release, to elicit comments, which can then be incorporated into the final version of the report

· creating formal alliances and partnerships between MSD and independent research institutes and think tanks to produce in-depth reports on particular components of the Social Reports.
MSD could also establish an advisory or steering committee for the social reporting mechanism to include leading thinkers and experts. Alternatively, the research team itself could include independent, commissioned experts in particular areas rather than rely primarily on in-house expertise. 

8.3
Conclusion

This list of recommendations is intended to be illustrative rather than exhaustive. It is intended to demonstrate that key advances can be made in all areas – from improvements in the most specific indicator sets to the most far-reaching transformation of national accounting systems. New Zealand is already further advanced than most other industrialised countries in pioneering new indicator and wellbeing reporting systems. The short list of recommendations provided here is therefore as likely to be equally relevant to other countries, and New Zealand’s progress in any of these areas can become a model for other countries experimenting in this area.

Appendices
Appendix A

The capital model

National Round Table on the Environment and the Economy (NRTEE), Environment and Sustainable Development Indicators for Canada,

May 2003, chapter 3

The NRTEE’s recommendations, especially those regarding the System of National Accounts, are based on a capital framework. The overall goal of this approach is to track stocks of the various types of capital that are used to support development at present and that will provide options for development choices in the future. 

For the purposes of this approach, capital is considered to comprise Canada’s national base of assets that enable us to create the set of economic and social outcomes that support continued development. These assets include produced capital, which consists of machinery, buildings, transportation networks, etc.; natural capital, which provides us with space to live, raw materials to utilize, and a clean environment within which to function; human capital, which enables us to make the most of our knowledge and abilities; and social capital, which facilitates the countless human interactions necessary for a healthy society. To maintain options for future generations to develop as they see fit, we need to maintain access to these assets over time. 

Apart from the maintenance of healthy ecosystems as a goal in itself, an important objective of sustainable development is to ensure that today’s economic activity does not prevent future generations from creating their own healthy economy and pursuing their own choices for quality of life. This focus on capital preservation does not imply a static economy. The elements of what constitutes a good life change constantly. One objective of sustainability, therefore, is to allow the current generation to pursue its vision of a good life, while ensuring that other generations have equal or greater means and options—adequate capital—to pursue their own goals. 

This model requires a broad view of capital that includes elements not traded in the marketplace. The model proposed by the NRTEE identifies four types of capital—produced, natural, human and social—as noted above.

The Four Types of Capital

· Produced Capital: produced goods that provide benefits to their owners over time, by helping to produce other goods and services. Produced capital includes equipment, buildings, machinery and other infrastructure.
· Natural Capital: the costed and uncosted environmental stocks and systems that provide us with the many natural materials and services upon which we rely to sustain economic activity, including natural resources, land and ecosystems. Many commentators, including those involved in the ESDI Initiative, consider environmental assets to be essential to our survival.

· Human Capital: the “knowledge, skills, competencies and other attributes embodied in individuals that facilitate the creation of personal, social and economic well-being.”
 This definition of human capital extends beyond those capital assets linked directly to productivity to encompass factors that reflect the broader values associated with a healthy, well-educated population.

· Social Capital: the least understood of the types of capital included in the ESDI framework, social capital can be defined roughly as “the relationships, networks and norms that facilitate collective action,” including both formal and informal institutional arrangements.”
 It includes “social cohesion” and is a significant feature of many quality-of-life measurements.

This emphasis on capital shifts the focus from traditional measures of current economic activity, such as the GDP, to trends in the use of, and investment in, the stocks of the different forms of capital that underpin development. Indicators and accounts developed according to this capital model should thus be able to help us in two important respects:
· obtaining a sense of the overall state of, and trends in, the capital stocks on which the economy depends for current and future performance; and
· understanding the linkages between various types of capital stocks. Are we increasing one type of capital at the expense of another? And will this affect the long-term sustainability of the economy?

Like any other approach or framework for indicators, the capital model does have limitations. From a practical point of view, there are limits to our current ability to measure and report on all dimensions of each type of capital. Equally important, the capital model still presents only a partial picture of how we as a society are faring. Indeed, several participants in the Environment and Sustainable Development Indicators (ESDI) Initiative believe the full picture will need to be painted. Some of the missing aspects relate to intangible concepts that are hard to present as national indicators within this context (personal satisfaction, social connectedness, etc.). Another important limitation of the capital model, as it is applied here on a national basis, is that it does not directly account for the impact of Canadian consumption on the rest of the world’s natural capital (see section 6.3 for further discussion of this issue).

Despite these limitations, the capital model is emerging as a practical and robust basis for indicators of sustainable development, one with the ability to link current economic activity to long-term considerations. Recent initiatives such as the “wealth of nations” work by the World Bank, the work of the U.S. Interagency Working Group on Sustainable Development Indicators and the work on “genuine progress indicators” in Canada (by the Pembina Institute for Appropriate Development and GPI Atlantic) all use, to some extent, a capital-based approach. 

The NRTEE strongly endorses the capital model as the appropriate basis on which to expand the System of National Accounts and develop new indicators so as to provide more complete information about the impact of current choices on future opportunities.

Appendix B
The Nova Scotia Genuine Progress Index: list of components

Time Use:


* Economic Value of Civic and Voluntary Work

* Economic Value of Unpaid Housework and Childcare

* Hours of Work

* Value of Leisure Time

Natural Capital:


* Soils and Agriculture

* Forests

* Marine Environment/Fisheries

* Water Quality

* Air Quality

* Non-renewable Assets / Energy

Environment – Demands on Natural Capital:

* Greenhouse Gas Emissions

* Sustainable Transportation

* Ecological Footprint Analysis

* Solid Waste

Socio-economic:

* Income Distribution

* Debt and Wealth, 

* Valuations of Durability

* Composite Livelihood Security Index

Social and Human Capital:

* Population Health

* Educational Attainment

* Costs of Crime

* Human Freedom Index

Appendix C
Summary review/scan of some key wellbeing/quality-of-life indicator initiatives (prepared by Karen Hayward, GPI Atlantic)
1. Introduction

Health, wellbeing and quality of life have become interchangeable terms for social wellbeing. Quality of life is an idea that everyone can understand. It provides a conceptual framework for popularising population health (Shookner 2003b). Interest in social wellbeing indicators on all levels (including national, provincial, regional and community) has exploded in recent years and seems to be intensifying. As Sharpe points out, when taken together, these indexes can and do provide a fairly accurate picture of trends in wellbeing (Sharpe 2000). However, many groups are calling for quality-of-life and wellbeing indicators to be combined and systematised. Frankish (2002) states:

There remains a lack of systematic validation and use of community-level indicators of health and quality of life. There appear to be no consistent standards for defining success for a given indicator. There is a clear need for a multidimensional model of health that has potential for a comprehensive “mapping”, linking and assessment of a host of community-level indicators of health and quality of life.
The National Workshop on the Quality of Life Research held in Halifax in December 2002 (Shookner 2003a) and the February 2003 CPRN Ottawa workshop, the Workshop on Quality of Life (Canadian Policy Research Networks 2003) recognised the plethora of quality-of-life/wellbeing research initiatives taking place in Canada covering a range of areas such as environment, health, economic performance and social conditions. Participants in these workshops explored whether it was realistic to co-ordinate this work in order to influence public policy. Toward this end, they decided to work toward developing a research programme that would develop a common quality-of-life framework and also a set of core indicators. These indicators would allow for comparisons across regions and would have to give local groups a choice of which of the indicators to use. 

These workshops and other scans of indicator initiatives (see, for instance, Sharpe 2000; Frankish 2002; The Atkinson Charitable Foundation and GPI Atlantic, Reality Check, 2001–2003) have identified many major initiatives. This brief offers a cursory list and description of some of these projects. In the interests of time, most of the descriptions are taken from the original sources. A great deal more information is available to fill this out at a later date. More information can be found in the printed articles (see Annex for list) and the bibliography.

2. Future research needs

Although there are many suggestions for future research, Frankish et al (2002), in their report Assessing the Health of Communities: Indicator Projects and Their Impacts, present a comprehensive summary:
We believe [there are] several important implications for future research in this area. We believe that there are five types of relevant research that warrant further attention and future research. These are 1) conceptual, 2) needs assessment, 3) tool development, 4) implementation and 5) intervention outcome research. Conceptual research is needed to better articulate the key characteristics of interest as they relate to community health. We need to better understand how Canadians conceptualize health and quality of life at a supra-individual level. We also need research on the values underlying these perceptions and their implications for program and policy development. Needs assessment research should involve five aspects: identification of users and uses of community-level indicators; better description of target populations and service environments; more complete description of problems and potential solutions; assessment of the relative importance and nature of specific needs; and communication of these needs to decision makers and relevant audiences. Tool development is needed to develop, validate and test new ways of measuring community-level indicators. At present, sufficient tools do not exist or they are poorly validated and not rigorously or widely used. Implementation research is needed to examine the factors influencing the successful execution of indicator projects. Many projects are developed with the intent of fostering change in a given jurisdiction. If they “fail”, it is often difficult to ascertain if they were provided sufficient resources (eg time, people, money) so as to be successful. Intervention outcome research is needed. Many indicator projects are developed with the goal of launching some form of “intervention” and linking indicators of “community health” to important outcomes such as changes in health behaviours, health status and use of health or social services. At present, we lack sufficient knowledge to say which interventions are effective and to elucidate the causal pathways between community-level factors and the outcomes of interest. (pp. iii-iv)

3. Federal-level indicator initiatives

Canada’s performance
www.tbs-sct.gc.ca/report/govrev/02/cp-rc_e.asp>
Canada’s Performance 2002 is the Treasury Board of Canada’s most recent report presenting data on the federal government’s improvement of the quality of life of all Canadians. These annual reports measure Canada’s progress using 19 societal indicators grouped under four themes: health protection; economic opportunities and innovation; clean environment; and strong and safe communities. The project provides a way to assess the performance of federal government programmes, with information about each indicator, easy-to-read graphs and links to relevant sites.
Canada Well-Being Measurement Act,

Sustainability Project, 7th Generation Initiative
www.SustainWellBeing.net/index3.html

On 3 June 2003, the House of Commons voted 185 yea to 46 nay and passed Motion M-385. In the opinion of the House, the Government of Canada should undertake “the definition, development and periodic publication of a set of indicators of the economic, social and environmental well-being of people, communities and ecosystems in Canada”. This wording is a key phrase from the Canada Well-Being Measurement Act. “The motion sets out a framework for the government to develop a set of indicators or measurements, so that at the end of each year, or some time during a calendar year, we could provide reports to the people of Canada that would provide objective information concerning the economy of the country, the state of the environment and measures that would deal with social well-being” (MP Joe Jordon, House of Commons Discussion, June 2003). The logical next step is for the government to bring the Act forward for discussion and passage into law.

National Round Table on the Environment and the Economy, Environment and Sustainable Development Indicators

www.nrtee-trnee.ca/eng/programs/Current_Programs/SDIndicators/index.html

The National Round Table on the Environment and the Economy (NRTEE) received $4.5 million in 2000 from the federal government to develop sustainable development indicators. In May 2003, it released Environment and Sustainable Development Indicators for Canada, which includes recommendations of a small set of six indicators. These are designed to supplement macroeconomic indicators such as the GDP and track the sustainability of Canada’s current economic activities for future quality of life. The recommended indicators are: Air Quality Trend, Freshwater Quality, Greenhouse Gas Emissions, Forest Cover, Extent of Wetlands, and Human Capital: Educational Attainment. It also includes a section on the “state of the debate” on indicators, describing the key areas of disagreement that have arisen during the programme’s various deliberations.

Environment Canada, Canadian Information System for the Environment (CISE)

www.ec.gc.ca/cise/eng/Index.cfm

In 2000, Environment Canada received $4.5 million, which it has used to design an information system offering “easy and timely access by decision makers, citizens, communities, researchers, and the private sector to the reliable information they need to make informed decisions relating to the environment”. They are developing pilot databases in such areas as water and air quality, climate change and biodiversity.

Canada’s National Environmental Indicator Series 2003

National Indicators and Reporting Office

www.ec.gc.ca/soer-ree/English/Indicator_series/default.cfm

After the 1989 G7 Economic Summit in Paris, which called for measuring the state of the environment, Environment Canada developed a set of indicators that contained 43 indicators in 18 areas. These have been developed further, however:

It is clear that this set does not yet present indicators on all environmental issues of importance to Canadians and for all regions of Canada. Indicator gaps are also apparent in many existing issue areas, particularly in relation to human health and ecological effects, where the monitoring and data collecting have historically been limited.

Environmental indicator programs are now in place throughout Canada and internationally. Regional offices of Environment Canada have developed ongoing and growing indicator programs to report on regional ecosystem issues. Other levels of government (municipal, provincial, territorial) and other government departments and organisations have developed environmental indicators related to their mandates (eg Agriculture and Agri-Food Canada’s Agri-Environmental Indicators; Canadian Council of Forest Ministers Criteria and Indicators of Sustainable Forest Management in Canada). The challenge is to bring together many of these indicator initiatives to contribute to a national picture of the state of sustainability. 

To achieve this next step in the evolution of environmental indicators for Canada, we propose the development of a “core set” of indicators – a single, recognisable set using the soundest approaches from all jurisdictions. Through renewed attention to integrating and organising environmental knowledge, some gaps will be filled, and better ways of communicating information on the state of the environment to Canadians will emerge. (Environment Canada website)

Federation of Canadian Municipalities, Quality of Life Reporting Systems

www.fcm.ca/english/communications/march27back-e.htm

Equality of life is monitored in 18 municipalities from Halifax to Vancouver using 10 sets of indicators:

· community affordability, which compares income levels with costs of living
· quality of employment, from gender equity to unemployment
· quality of housing, including rental and vacancy rates
· community safety, from crime rates to injuries
· community stress, including incidence of bankruptcies, suicides and poverty
· community health, from low birth-weight babies to illness and premature death
· population resources, such as education and cultural diversity
· community participation, including voter turnout and charitable giving
· community and social infrastructure, from availability of childcare to spending on parks and libraries

· natural environment, including indicators such as numbers of smog days, levels of municipal waste, or percentages of households with access to treated water.

Canadian Policy Research Networks Quality of Life Indicators Project

www.cprn.org/corp/qolip

Canadian Policy Research Networks (CPRN) released the Citizens Report Card in September 2002, based on dialogues held with citizens in October 2000. It evaluates changes in 40 indicators that Canadians determine are important to their quality of life. The Report Card compares the indicators between 1990 and 2000, assigning them ratings of “better”, “mixed or no change”, and “worse”. Citizens in 40 dialogue groups in 21 towns and cities across the country revealed that Canadians value democracy, health, education, the environment and social equity ahead of the economy as measures of quality of life. The Report Card groups its indicators into nine key areas: democratic rights and participation (2 indicators); health (4); education (7); the environment (5); social programmes and social conditions (6); community (4); personal wellbeing (3); economy and employment (6); and government (3).
Conference Board of Canada, Performance and Potential

www.conferenceboard.ca/pandp

The Conference Board of Canada’s annual Performance and Potential report assesses Canada’s social and economic performance based on 95 indicators in six categories including the economy, innovation, environment, education and skills, health and society. It relates the country’s quality of life to decisions on public revenue spending and investment in Canada’s future. It also rates Canada’s performance relative to 23 (of 30) OECD countries.

Canadian Council on Social Development, Personal Security Index (PSI)

www.ccsd.ca/pubs/2001/psi2001/index.html

The Canadian Council on Social Development’s Personal Security Index includes 20 indicators of economic security (job and financial security), health security (protection against threats of disease and injury), and physical safety (feeling safe from violent crime and theft). A data index, comprising 11 indicators, measures changes in people’s objective circumstances. A perception index, comprising nine indicators, reflects subjective feelings of Canadians as captured in a national opinion survey. Comparing the two highlights the differences between objective circumstances and people’s perceptions of those circumstances. The PSI is released annually.

Centre for the Study of Living Standards, Index of Economic Wellbeing

www.csls.ca

The Centre for the Study of Living Standards has produced an Index of Economic Well-being, designed by Lars Osberg and Andrew Sharpe, that goes beyond income trends to track consumption flows (which includes private and public spending as well as changes in life span and leisure time), accumulation of productive resources (which includes natural resources, personal savings, foreign debt and housing), income distribution and economic security (which is gauged by factors such as job loss, illness, family breakup, and poverty in old age). The index includes data for Canada, the United States, the Canadian provinces, and the OECD from 1981–1999.

The Canadian Consortium on Health Promotion Research

Centre for Health Promotion, University of Toronto 

www.utoronto.ca/chp/chp/consort

Community Health Indicators Workgroup (Chair, Jim Frankish)

This workgroup has provided a focus for all of the work of Consortium members related to the development of indicators of community health and community capacity. A collaborative research agenda is under development.

Quality of Life Workgroup (Chair, Malcolm Shookner)

This workgroup is meeting to develop a collaborative research agenda, which will reflect the combined activities of all of the Consortium members in the area of quality of life and quality-of-life indicators.

International Institute for Sustainable Development (Winnipeg)

www.iisd.org/measures/1.htm

The International Institute for Sustainable Development promotes sustainable development in an impressive array of policy arenas that use indicators developed by an international group of measurement researchers and called the Bellagio Principles. In addition to international trade and investment, the institute monitors economic policy, climate change, the movement for improved measurement and indicators, and natural resource management. Its reports clarify the impact of seemingly obscure international negotiations on sustainable development issues. In contrast to NRTEE, which explicitly excludes indicators of intra-generational equity, IISD insists on a holistic view of sustainable development indicators that includes social values. It promotes a set of assessment guidelines that sustainable indicators should follow. 

IISD Compendium of Sustainable Development Indicator Initiatives and Publications

www.iisd.org/measure/compendium/about.asp

This compendium from the International Institute for Sustainable Development provides a comprehensive online information base of indicator initiatives being carried out at the international, national and provincial/territorial/state levels in the context of sustainable development.

The Dashboard of Sustainability

Consultative Group on SD Indicators (CGSDI)

www.iisd.ca (see also Hardi 2000)
Housed at IISD, CGSDI has developed a visual model of national progress toward (or regression from) sustainable development in the form of an instrument panel or dashboard. The latest edition of the dashboard displays the performance of over 170 countries by close to 50 sustainable development indicators, and can be downloaded at their website. 

Mapping Quality of Life in Canada, Atlas of Canada Online

http://atlas.gc.ca/site/english/index.html

This is a project being developed with CPRN to display the quality-of-life data in Quality of Life in Canada: A Citizens’ Report Card. It uses a geographical model of quality-of-life maps for three environments:

· the social environment shows how people are engaged in social activity in their community
· the economic environment represents the workplace, and aspects of economic status and finances
· the physical environment includes amenities where people live and environmental conditions.

Measuring Social Well-Being: An Index of Social Health for Canada

(Brink and Zeesman 1997)

The authors attempt to construct an index of social well-being that can be calculated for the entire country. In order to accomplish this objective, the authors modified the Fordham Index of Social Health (uS) so that it could be applied to a Canadian context. The index is expressed as a single value that is the product of 15 social and economic indicators.

Population Health

A variety of health indicators and frameworks have been developed within the field of population health. A population health approach recognises that any analysis of the health of the population must extend beyond an assessment of traditional health status indicators like death, disease and disability. A population health approach establishes indicators related to mental and social well-being, quality of life, life satisfaction, income, employment and working conditions, education and other factors known to influence health.

Canadian Institute for Health Information

Community Health Indicators

www.cihi.ca

Health Canada and Statistics Canada

Health Indicators

Social Determinants of Health

www.hc-sc.gc.ca/english/

www.statcan.ca

4. Provincial-level indicator initiatives

ALBERTA
Pembina Institutes’s Alberta GPI

www.pembina.org/green/gpi

Since July 2000, the Pembina Institute, with funding from Western Economic Diversification Canada, has been developing an accounting framework to assess and monitor long-term trends in the overall well-being of Alberta’s households and the environment. Measures reflect the values, costs and benefits that Albertans experience daily to produce a GPI for Alberta that includes a provincial “balance sheet” and “income statement” for human, social, environmental and economic, or produced, capital. The Alberta GPI Accounting results were released in February 2001.

Alberta’s Measuring Up

www.treas.gov.ab.ca/publications/measuring/measup01/index.html

Since 1995, the Alberta Treasury has published Measuring Up, an annual performance report that rates all provincial departments against 26 core measures of the 18 goals in the government business plan.

David Thompson Health Region (DTHR) 

www.dthr.ab.ca

This region is using a variety of performance measures and indicators to assess the effectiveness of their health promotion activities. An extension of this trend in the health promotion area is to encourage the development of indicators for community activities and community-level indicators of health. DTHR hosted an interactive conference to provide an opportunity to examine “how community-level indicators (CLI’s) are selected, influence planning and decision making in communities, build community and organisational capacity, influence systems change, strengthen inter-sectoral collaboration and contribute to the art and science of Public Health practice” (Shookner 2003b, p. 7).
BRITISH COLUMBIA
BC Regional Socio-economic Statistical Profiles

www.bcstats.gov.bc.ca/data/sep/index.htm

BC Stats, British Columbia’s statistics agency, produces Regional Socio-Economic Statistical Profiles that track such markers of wellbeing as health, education, crime and economic hardship.

MANITOBA
The Sustainable Development Act

Calls for the identification of provincial sustainability indicators and periodic reporting of progress. The province’s first pilot sustainable development report focusing on Manitoba’s Prairie Ecozone was published in 1997 as a result of close collaboration between Manitoba conservation and IISD. The current initiative is aimed at publishing Manitoba’s first full-scale sustainable development report in the 2004-05 time frame.

Manitoba Sustainability Indicator Initiative

Government of Manitoba, Manitoba Conservation, and Manitoba Round Table for Sustainable Development

www.gov.mb.ca/conservation/susresmb/ indicators/Rep-Sust-Ind.doc

The government has accepted 23 indicator categories that will help establish a set of indicators for sustainability reporting that will provide information on the key vital signs of Manitoba’s environment, economy, human health and social well-being, and discuss the linkages and interdependencies. Other goals include the establishment of provincial targets and policies for sustainable development and to provide a measure of performance in achieving provincial goals and objectives.

NEWFOUNDLAND AND LABRADOR
Newfoundland and Labrador’s Strategic Social Plan and Community Accounts

www.gov.nf.ca/releases/1999/exec/0322n17.htm

The Newfoundland and Labrador Community Accounts are a Canadian first for in-depth information about quality of life and wellbeing at a community level. The web-based information system allows government and citizens to easily see and track indicators of wellbeing at the level of some 400 communities as well as health board regions, school districts and economic zones. The Community Accounts use the social determinants of health as the foundation for well being. The areas include health, education, social conditions, income, demographics, employment, wealth, production, consumption and the environment. Within these areas, detailed information can give clues to the wellbeing and health of communities. For example, figures on how many workers are represented by unions can indicate something about job security and work conditions that goes beyond simple quantitative employment numbers.

NOVA SCOTIA
The Atlantic Health Promotion Research Centre (AHPRC) and the Canadian Consortium for Health Promotion Research (CCHPR)

www.medicine.dal.ca/ahprc

These research centres sponsored a national quality of life workshop in December 2002. The purpose was to explore the possibility of developing a quality of life research programme in Canada and of creating a Canadian framework and model with a common set of indicators usable by communities to track progress in their quality of life. The Quality of Life Work Group of the CCHPR will work with other groups to consider how to go forward.

GPI Atlantic, Genuine Progress Index

www.gpiatlantic.org

GPI Atlantic, a non-profit research group, is developing a Genuine Progress Index for Nova Scotia consisting of 22 social, environmental and economic components. The GPI assesses the economic value of social and environmental assets and calculates their depreciation or depletion as costs. GPI Atlantic has produced reports on public health, the economic value of voluntary work, the costs of crime, the costs of tobacco, and water quality, as well as detailed audits of the province’s natural resource accounts (forests, oceans, soils), its “ecological footprint”, and transport-related greenhouse gas accounts.

In October 2001, GPI Atlantic and The Atkinson Charitable Foundation initiated Reality Check, a quarterly newsletter created to promote the creation of a Canadian Index of Wellbeing.

ONTARIO
Ontario Social Development Council, Ontario Quality of Life Index

www.qli-ont.org
The Ontario Social Development Council and the Social Planning Network of Ontario developed the Ontario Quality of Life Index in 1990 as a tool for community development to monitor changing living conditions in communities. The index consists of 12 social, health, environmental and economic indicators that are tracked and updated twice each year.

York Centre for Applied sustainability, York University

The Sustainability Reporting Program: Measuring Sustainability

www.sustreport.org/home.html; www.sustreport.org/news/measuring.html

The Sustainability Reporting Program is Canada’s first independent initiative to find out how the nation is doing at living in balance for the long term. The reporting system is based on a definition of sustainability that sees human activities as part of – and dependent upon – the natural world. The main Measuring Sustainability page contains two online resources regarding this initiative. The first leads to details on the first attempt to develop national sustainability indicators for Canada: The Environment and Sustainable Development Indicators Initiative on the National Round Table on the Environment and the Economy. The other section, A Survey of Measuring Systems, links to a number of other measuring projects now in operation in Canada and in other countries.

YUKON
Yukon Sustainable Progress Indicators

www.ycee.yk.net

The Yukon Territory’s Sustainable Progress Indicators framework, comprising 63 economic, environmental and social indicators, will measure progress towards the goals of the Yukon Economic Strategy. The principles of sustainable development are explicitly recognised in both the Yukon Conservation Strategy and the Yukon Economic Strategy as well as in the Yukon’s Environment Act and the Economic Development Act. Together, these documents form a foundation for policies and actions to strengthen and protect the Yukon’s environment and the economy.

5. Municipal-/community-level indicator initiatives

Calgary

Sustainable Calgary

www.sustainablecalgary.ca

More than 2,000 Calgarians, concerned about the narrow set of economic indicators used in city decision making, participated in workshops to select 35 social, environmental and economic indicators. These will be used to prepare Calgary’s second State of Our City report in 2003.

Edmonton

Edmonton Social Planning Council

www.edmspc.com
Edmonton’s Social Health Index

The Edmonton Social Planning Council produces the Edmonton Social Health Index, an annual survey of 15 health, environmental, economic and social indicators that measure the quality of life and social health in the city.

Edmonton LIFE: Local Indicators For Excellence 

1997, 1998 and 2002

A collaborative, ongoing project that monitors health, social, economic and environmental indicators.

KINGS COUNTY/GLACE BAY, NOVA SCOTIA
Community Genuine Progress Index

www.gpiatlantic.org/community.shtml

The Glace Bay Genuine Progress Index Research Society

http://discovery.uccb.ns.ca/glacebay_gpi/society.htm

In 1999, Nova Scotia Citizens for Community Development Society, a community-based non-profit organisation, approached GPI Atlantic to ask whether its provincial-level indicator work could be applied at the community level to provide essential support for community development work. GPI Atlantic then developed the Community Genuine Progress Index. A 78-page survey, given to 3,600 respondents, includes sections on values; employment characteristics, income, livelihood security and work schedules; population health and lifestyle risk factors; unpaid caregiving; voluntary work; safety and security; impact on environment (including energy use, transportation and recycling); food consumption; education and other demographic characteristics; and a time-use diary. The data provides remarkable baseline data and insight into community well-being and quality of life, and allows future construction of report cards to assess progress over time. Currently, researchers are working to finish initial analysis of the data to distribute the results to the general public.

OTTAWA
www.ottawa2020.ca

A report card is being developed to be released in 2004 that will address the progress of the city based on its five growth management strategies, including areas of arts and culture, economy, and the environment. Challenges that have been identified in the indicator development process include “the weakness of data changes in a yearly cycle and difficulty in defining adequate indicators to measure access to City services”.
Quebec City

Institut de la statistique du Quebec, Les conditions de vie au Quebec: un portrait statistique (social indicators)

www.stat.gouv.qc.ca/publicat/conditions/cond_vie_an.htm

Le Institut de la statistique du Québec produces a portrait of the quality of life in Quebec through a wide range of social indicators.

Saskatoon

City of Saskatoon Quality of Life Research Project

University of Saskatchewan

www.usask.ca/cuisr/Modules/QualityOfLife.html

The Community-University Institute for Social Research (CUISR) is sponsoring this research. The city, the University of Saskatoon and community-based NGOs are developing quality-of-life indicators in order to adopt a model to monitor quality of life in Saskatoon. The city’s Planning and Building Department includes these indicators in neighborhood profiles that rate neighborhood progress on such issues as affordable housing and incidence of sexually transmitted disease.

Toronto

Taking Toronto’s Vital Signs

www.torontovitalsigns.com

Community leaders, academics, experts and ordinary citizens identified 26 indicators covering 10 areas of concern to the residents of greater Toronto. The result, Taking Toronto’s Vital Signs, is an annual survey of conditions in Canada’s largest city. The project offers a common reference point for dialogue among diverse groups in the city, and increased awareness of how decisions in one sector affect other aspects of city life.

The Quality of Life Research Unit at the Centre for Health Promotion, University of Toronto

www.utoronto.ca/qol/

The research unit developed the Quality of Life Profile considering both the components and determinants of health and well-being in its measurements. It draws upon a conceptual model that is consistent with the World Health Organisation’s definitions of health and health promotion. The profile emphasises individuals’ physical, psychological, and spiritual functioning; their connections with their environments; and opportunities for maintaining and enhancing skills. 

Winnipeg and Hamilton-Wentworth

Plan Winnipeg … 2020 Vision

www.city.winnipeg.mb.ca/interhom/govern/corporateframework/plan_winnipeg-2020_vision.htm

Hamilton-Wentworth Vision 2020

www.vision2020.hamilton_went.on.ca/indicators/index.html

The two cities share similarly named plans (“Hamilton-Wentworth Vision 2020” and “Plan Winnipeg 2020 Vision”) that use measurable, citizen-developed, quality-of-life indicators to evaluate the effectiveness of city policies and progress toward sustainable development goals.

6. International indicator initiatives

(Further information on the following four initiatives can be found in Hardi 2001.)

The Wealth of Nations

The Wellbeing of Nations, by Canadian Robert Prescott-Allen, Victoria-based consultant to the World Conservation Union (IUCN) and the UN Commission on Sustainable Development, develops The Wellbeing Index (WI). This includes the Human Wellbeing Index (HWI), an Ecosystem Wellbeing Index, and a Wellbeing/Stress Index (WSI).
The World Bank

www.worldbank.org

The wealth of nations framework is one of the World Bank’s initiatives aimed at providing a holistic approach that can assist countries in measuring their total wealth. It is a capital-based framework, which recognises the contribution not only of physical capital to growth and sustainable development, but also of natural capital, human capital and social capital. This interpretation of wealth shifts the focus from the usual flow of measures of economic activities, such as GNP or GDP, to the stocks of the different forms of capital or portfolio of assets and how these can be preserved for future generations.
The System of Integrated Environmental and Economic Accounts (SEEA)

UN Statistical Division

http://unstats.un.org/unsd/environment/londongroup.htm (a 260-page manual is available at http://daccessods.un.org/access.nsf/Get?Open&DS=ST/ESA/STAT/SER.F/78&Lang=E)
The United Nations Statistical Commission has developed a satellite system of integrated environmental and economic accounts that “extends and complements the 1993 SNA by including environmental information according to conventional accounting (SNA) concepts, definitions and classifications. The framework is known as the System of Environmental and Economic Accounting or SEEA. The SEEA allows for the SNA to remain intact, but it changes the analytical capacity of the national accounts for linking national accounts to physical resource accounts for selected areas. Rather than incorporating changes in natural resource stocks into natural flow accounts, stock accounts of natural resources flow through separate satellite accounts. The SEEA can therefore be used in tandem with the conventional accounts.

US SD Indicator Initiative

US Working Group on SDI

www.sdi.gov
SDI are 40 indicators of trends in the economy, environment, society and endowments that current generations use to meet their needs and then pass along to future generations”. Indicators are grouped into three categories: “1. Endowments (forms of capital or wealth and liabilities); 2. Driving forces and processes (forms of saving/investment or dis-saving/depreciation); and 3. Current outputs and results (goods and services used; value derived by satisfying needs and wants) … The primary application of the indicator set is to evaluate progress of SD and provide a useful feedback mechanism for highlighting areas where American society is doing well and for alerting it to areas that may need greater attention. The primary target audience is people across the country, including government agencies, the private sector, non-governmental organisations and the average citizen – the public in general”.
Living Planet Report

Word Wide Fund for Nature International

www.panda.org/livingplanet/lpr00
The Living Planet Report provides the most comprehensive global accounts on renewable biological resources so far, summarising human overuse of biosphere’s capacity to regenerate. Two key measures document this critical trend. One is the Living Planet Index (LPI), which represents the state of the globe’s natural capital by tracing the population sizes of 730 animal species living in forests, freshwater systems or oceans. This index shows that the state of the earth’s natural ecosystems, as represented by species populations, has declined by one-third over the last 30 years. The other measure is the Ecological Footprint, which compares human demands with the interest that the earth’s natural capital generates. Since at least the 1970s, humanity’s ecological pressure has exceeded the regenerative capacity of the earth … This overshoot is liquidating the very stock of natural capital on which human and non-human life depends, leading to a decline in the Living Planet Index. The Ecological Footprint is calculated not only for the world as a whole but also for the 150 largest countries and is based on data sets published by the United Nations.
Agenda 21: Indicators of Sustainable Development

United Nations Commission on Sustainable Development; Work Programme on Indicators of Sustainable Development; and the United Nations Department of Economic and Social Affairs

www.un.org/esa/sustdev/isd.htm

The purpose of this initiative and its publication is to stimulate and support further work, testing and development of indicators, particularly by national governments. Indicators for monitoring progress towards sustainable development are supplied in order to assist decision makers and policy makers at all levels and to increase the focus on sustainable development. As part of the implementation of the Work Programme on Indicators of Sustainable Development adopted by the Commission on Sustainable Development, a working list of 134 indicators and related methodology sheets were developed, improved and tested at the national level by the world.

Organisation for Economic Co-operation and Development (OECD)
www.oecd.org

The OECD, one of the pioneers in indicator work, has adopted a new focus on sustainable development and is leading a number of processes among its member countries to extend indicator development and use, such as on agro-environmental indicators.

European System of Social Indicators

European Union EuReporting project

(H-H Noll 2002)

“[The Noll paper] develops the conceptual framework for a European System of Social Indicators and outlines the major structural elements of its architecture. As far as the conceptual framework is concerned, the quality of life concept turns out to be most central and constitutes the overarching perspective of observation and measurement. From this perspective, the indicators system puts its emphasis first of all on the objective living conditions as well as the subjective well-being of the individual citizens. In addition to these dimensions of the individual quality of life, the conceptual framework incorporates also the notions of social cohesion and sustainability, both of which are considered to represent major aspects of the quality of societies. From the social cohesion discourse two dimensions have been identified to be covered by the European System of Social Indicators: the amount of disparities and social inequalities on the one side and the strength of social connections and ties on the other. From the sustainability concept the conceptual framework of the indicators system adopts in particular the perspective to preserve the capital of the society – natural, human and social capital – for future generations.

“As far as the architecture of the European System of Social Indicators is concerned, a life domain approach is most characteristic. The indicator system covers altogether 13 life domains and includes in addition a module on the total life situation. The indicator system will include 20 European countries, but also the US and Japan as two important reference societies. The European System of Social Indicators will be completed domain by domain. For the moment the indicator system has been developed in full only for the domain “Labour Market and Working Conditions”. For this life domain 162 indicators have been selected and time series data have already been collected completely. Indicators and time series data for this life domain are available at the internet as PDF-documents. Work on constructing indicators and collecting time series data for further life domains is under progress. The European System of Social Indicators will finally be presented as an electronic information system using the potential of modern information technology. A prototype of such an electronic European Social Indicators Information System will be available in the near future.

“Having developed the conceptual framework and the main elements of the architecture of the European System of Social Indicators, the scientific community as well as policy makers are supposed to examine and discuss the suggestions made. This process of reviewing and critical perception and reaction will be of crucial importance to validate and improve this new tool of social monitoring and reporting.”
European Common Indicators Project

www.sustainable-cities.org/indicators
The ECIP final evaluation report (212 pages, available on website) summarises the outcome of the two-year process to define and use a common set of indicators for European local authorities. It also provides recommendations for the future development of the project. The European Common Indicators is a monitoring initiative focused on sustainability at the local level. A partnership of different organisations and levels are working together, in a joint effort to find comparable data and a better understanding of sustainability in local communities across Europe. Ten common local sustainability indicators were identified through a bottom-up process – these are now being tested. Used in combination with other indicators and other evaluation methods, the European Common Indicators can contribute to a comprehensive local or regional monitoring strategy. Over 100 local and regional authorities have so far signed the adoption agreement and are now testing the indicators, refining the monitoring initiative based on practical experiences. 

The city of Oslo, which has based their Environment and Sustainability profile on the European Common Indicators, has been awarded the title of “European Sustainable City 2003”. (6 June 2003)

WHO Healthy City Indicators

www.who.int

The World Health Organisation has developed a set of 53 indicators covering health, health services, environmental and socio-economic conditions designed to provide a comprehensive picture of health in a city.

International Council for Local Environmental Initiatives (ICLEI), Toronto

www.iclei.org

ICLEI is the international environmental agency for local governments. It serves as a clearinghouse on sustainable development and environmental protection polices, programmes and techniques, initiates joint projects or campaigns among groups of local governments, organises training programs and publishes reports and technical manuals on state-of-the-art environmental management practices.

Netherlands Social and Cultural Planning Office, LCI and SCP Indexes

(Boelhouwer 1999)

In 1974, the Netherlands Social and Cultural Planning Office (SCP) developed an index to monitor and document living conditions over time: the LCI (Living Conditions Index). It is composed of indicators that reflect conditions in areas that are influenced by government policy, eg housing, health, leisure activity and ownership of consumer durables. Taken together, the indicators provide an objectified description of living conditions. The index has proved its value, enabling the monitoring of how factors that influence living conditions interrelate and change over time. Education, income and employment are the key facilitating factors (resources) for the achievement of good living conditions. The LCI also correlates with subjective satisfaction. New trends in society, and discussions about which indicators are appropriate, have necessitated modifications to the index; in 1997, it was updated and revised. At present, the SCP is developing a conceptual model that will link the LCI to indices of livability, poverty and socioeconomic deprivation.
The Australian Unity Wellbeing Index

www.australianunity.com.au/au/info/wellbeingindex/default.asp

(Cummins 2003)

The Australian Unity Wellbeing Index has been designed as a new barometer of Australians’ satisfaction with their lives and life in Australia. It is based on, and develops, the theoretical model of subjective wellbeing homeostasis. The Index comprises two sub-scales of Personal and National Wellbeing. Data were collected through a nationally representative sample of 2,000 people in April/May 2001. Factor analysis confirmed the integrity of the two sub-scales and, confirming empirical expectation, the average level of life satisfaction was 75.5% of the scale maximum score … The Australian Unity Wellbeing Index has potential as a valid, reliable and sensitive instrument to monitor national wellbeing.
The Australian Centre on Quality of Life

http://acqol.deakin.edu.au
(RA Cummins 2002) 

“The Fifth Edition of the ComQol scale was created in 1997 following some five years of development. It has subsequently received modest attention, receiving 32 citations up to the end of 2000. To a reasonable extent, the scale is valid, reliable and sensitive to change. The published manuals present these data. Thus, it has proven utility as a quality of life measure and the data that have been obtained through its use are informative of the quality of life construct. However, ComQol has always been a ‘work in progress’ and much new information and understanding has been produced since the 1997 edition was created. During this intervening period, considerable thought has gone into the options of either creating a Sixth Edition of the Scale or using the new information and understanding to create a derivative scale. The latter course has been chosen …

“The most important single factor that has led to this decision is the realisation that multiplying importance and satisfaction is an invalid procedure. There are, however, a host of other matters which have been identified as problems with the ComQol, and which are solved by the Personal Wellbeing Index … The Personal Wellbeing Index is recommended a measure of subjective quality of life. It is the most reliable, valid and sensitive instrument that our ongoing research process can generate. However, this Index should be regarded as a work in progress. It is designed to evolve in response to new empirical data and understanding. The latest version of the Index is available as an Appendix to the latest report on the Australian Unity Wellbeing Index, and also as a separate file on the IWBG web page.”
New Zealand
New Zealand is far ahead of most countries in measuring social wellbeing. The following reports are not reviewed or summarised here, as they are very familiar to MSD officials. However, they are listed here for the sake of inclusiveness.
Ministry of Social Development, The Social Report 2001 and The Social Report 2003
Ministry of Social Development, The Statistical Report for the Year Ending June 2002
Ministry of Social Development, Improving Wellbeing for all New Zealanders (briefing to the incoming Minister)

Ministry of Social Development, Direct Measurement of Living Standards: The New Zealand ELSI Scale, 2002

Ministry of Social Development, New Zealand Living Standards 2000
Ministry of Social Development, Family Resilience and Good Child Outcomes: A Review of the Literature, by Ariel Kalil (2003)
Ministry of Social Policy, Living Standards of Older New Zealanders (2001)
Ministry of Social Policy, Overview Paper: Improving the Knowledge Base for Social Policy (August 2001)
New Zealand Treasury, Investing in Well-being: An Analytical Framework, Working Paper 02/23, by Veronica Jacobsen et al (December 2002)
Statistics New Zealand, Monitoring Progress Towards a Sustainable New Zealand
New Zealand Department of Prime Minister and Cabinet, Sustainable Development for New Zealand: Programme of Action (January 2003)
Ministry for the Environment, Headline Indicators for Tracking Progress to Sustainability in New Zealand, prepared by Dr Murray Patterson, Massey University.

Councils of Auckland, Christchurch, Wellington, Manukau, Waitakere, and North Shore, Quality of Life in New Zealand’s Six Largest Cities (March 2001)
Tomorrow’s Manukau: A Vision for Manukau into the Future: 2001–2010

New Zealand Local Government Act 2002 and Sustainable Development Programme of Action

www.mfe.govt.nz/issues/susdev/programme.html

www.bigcities.govt.nz/About_the_Project/index.htm

The amended Local Government Act, passed in December 2002, expects local authorities to promote social, economic, environmental and cultural wellbeing of communities, now and for the future, to facilitate sustainability. A new and critical area that will impact on local government across New Zealand is a requirement for councils to develop a “Long Term Council Community Plan”. It requires local authorities to focus on the community as a whole and the actions that central and local government, the private sector and community groups can collectively achieve. This will stimulate a need for councils to have a greater awareness of their communities and local conditions and issues, and call for increased activity by councils around the use of indicators and outcome measurement. 

The Programme of Action establishes a set of operating principles for policy development that require government to take account of the economic, social, environmental and cultural consequences of its decisions. The programme requires:

· developing environmental standards (for air quality, water quality, noise and waste) and a timetable for their implementation, in consultation with urban authorities
· developing a methodology, and committing to the collection of data and indicators to record the state of social and environmental wellbeing of urban areas, in collaboration with urban authorities.

Recent developments include the preparation of indicators of wellbeing at the local level (see, for instance, The Quality of Life in New Zealand’s Six Largest Cities, Gatt 2003, and, at the national level, The Social Report, the Environmental Performance Indicators and the experimental national indicators of sustainable development published in Monitoring Progress Towards a Sustainable New Zealand, Statistics New Zealand 2002).
Detroit Area Study (DAS 2001)

(see Maran 2002)

“[This study is] a major program of research aimed at measuring one aspect of quality of life – the quality of place or community life. A major program of research aimed at measuring the quality of community life using subjective and objective indicators is described. Impetus for the research was a need to inform planning and policy decisions in the Detroit metropolitan area. The study also addresses theoretical concerns about relationships between objective conditions in cities, towns and rural areas and people’s subjective and behavioral responses to the conditions. In addition to measuring subjective well being of Detroit area residents, issues explored in the study include travel and transportation, neighborhoods and neighboring, parks and recreation behavior, housing and residential mobility, and sprawl and open space preservation.”
Parallel studies in other world cities

Research is currently underway or is being considered in other cities and regions including Southeast Queensland in Australia, Belo Horizonte Brazil, Singapore, Lisbon, Portugal, and the Brabant region in the Netherlands. While many of the issues and questions addressed in these places are identical to those examined of the Detroit region, issues and questions reflecting local concerns are also being explored. The parallel studies in other world cities present opportunities for comparative analyses across cultures and places, for satisfying the informational needs of local decision makers, and for documenting the quality of life in several world cities at the beginning of the millennium.

Redefining Progress Community Indicators Program, US
www.rprogress.org/projects/indicators
Links existing and emerging indicators projects and facilitates the development of community indicators initiatives nationwide through a series of tools, resources, and technical support.
Currently, over 200 communities around the country – from Missoula, Montana, to Jacksonville, Florida – have developed sets of indicators that illuminate long-term trends of economic, environmental, and social well-being and chart the path to a changed future. 

While some communities develop indicators within the framework of sustainability, others use the framework of healthy communities or quality of life. Redefining Progress’s Community Indicators Project links existing and emerging projects and facilitates the development of community indicators initiatives nationwide through a series of tools, resources, and technical support, including: an email-based discussion group, a database directory including basic information on over 200 community indicators projects around the United States, and the Community Indicators Handbook. The project has also recently organised the California Community Indicators Initiative to strengthen indicators work in the state. 

Sustainable Measures, North Andover, MA 
www.sustainablemeasures.com
Sustainable Measures develops indicators that measure progress toward a sustainable economy, society and environment. Sustainable Measures works with communities, companies, regional organisations and government agencies at all levels.

Jacksonville Community Council, Inc
www.jcci.org
This is a benchmark project used as a model for many other city initiatives. JCCI seeks to improve the quality of life in Northeast Florida by positive change resulting from the informed participation of citizens in community life, through open dialogue, impartial research, and consensus building. Its annual reports document trends in quality of life indicators and are used to inform strategic planning and to guide policy making in Jacksonville.

Annex

A sample of indicator scans

Institute of Health Promotion Research, University of British Columbia,
Assessing the Health of Communities: Indicator Projects and Their Impacts
(Frankish, Kwan and Flores 2002)

“Most reviewed projects were focused on sustainability/sustainable development or quality of life. Canadian projects tend to focus more on quality of life and population/public health issues relative to international projects. Most Canadian projects are relatively well established (ie, > 3 years). Many Canadian projects are focused on the city-level.

“In Canada, the mostly commonly measured elements of community health are air/water quality, waste production, safety/security, housing (affordability), commitment to public services, economic disparity, unemployment, educational attainment and negative health. Least commonly measured elements of community health are renewable resources, local production, soil or food contamination, walkability, smoke-free spaces, noise pollution, discrimination, quality of employment, early child development, life-long learning, citizen action and life satisfaction. 

“Nineteen percent of indicators dealt with: prevalence, incidence of diseases, health-system performance, death rates, crime, land coverage, education attained, substance use, economic diversity. Most common sources of data were government statistics, health ministries, or non-health ministries.

“The topics seen priorities that currently do not have indicators included the environment, social issues, economy, health and health system and governance. Identified reasons for current gaps were difficulty in obtaining and measuring the data and the difficulty in choosing indicators that apply to across jurisdictions. Time and money was also a common reason for gaps in indicator projects”. (p. i)

List of Reviewed Indicator Projects (117 total):

Asia (1 project, 1%)

Asia’s Best Cities (Asia Week Magazine)

Europe (3 projects, 3%)

European Common Indicators

Project Megapoles – Health in Europe’s Capitals

Urban Audit – Assessing the Quality of Life of Europe’s Cities

International (2 projects, 2%)

WHO Healthy Cities Project

Urban Indicators Tool Kit (United Nations Commission on Human Settlements)

Australia (4 projects, 3%)

Melbourne City Plan 2010 – Triple Bottom Line Indicators

Newcastle City – Indicators of a Sustainable Community

Noarlunga Health Survey

Onkaparinga State of the City

Belgium (1 project, 1%)

Barometer for Sustainable Development (Ghent)

Bulgaria (1 project, 1%)

Sustainable Varna

Canada (36 projects, 32%)

The Federation of Canadian Municipalities Quality of Life Reporting System

Mount Allison University Rural & Small Town Program – Quality of Life in Atlantic

Canada

Pilot Project to Develop a Community Health Measure for Small and Rural Communities

(Federation of Canadian Municipalities, Canadian Federation of Agriculture)

Modelling Quality of Life indicators in Canada: A Feasibility Analysis (Canada

Mortgage and Housing Corporation)

Health Indicators (Statistics Canada/CIHI)

Sustainable Community Indicators Program (SCIP) (Environment Canada, Canada

Alberta

David Thompson Health Region’s “The Health Report 1999”
Edmonton LIFE – Local Indicators for Excellence

Working Together for Health – Community Needs Assessment 1999 (Paliser Health Authority)

Report on the City of Lethbridge Community Survey 1995

How Healthy Are We? (Capital Health Region)

Sustainable Calgary: State of our City

British Columbia

Sustainability Indicators for the Fraser Basin

Health Goals Regional Index

Quesnel Sustainability Indicators Project

2001 Official Community Plan update – Statistical Profile for the City of New Westminister

A Report on the Quality of Life in Prince George

BC Stats Socio-economic Profiles of Regional Districts in BC, Canada

Community Impact Profile for Surrey/White Rock

Report on the Health of the Population of Vancouver/Richmond – Health 2000

New Westminster Healthy and Sustainable Community Indicators Project

Manitoba

Quality of Life Indicators for the City of Winnipeg

South Eastman Community Health Assessment

Ontario

Community Health and Well-Being in Southwestern Ontario: A Resource for Planning

Healthy Toronto 2000

Peterborough Quality of Life Report 2000

Vital Signs the Vitality of the Greater Toronto Area

Fast Forward Thunder Bay Annual Indicators Report

Vision 2020 Sustainability Indicators for the City of Hamilton

Halton State of the Environment

Quality of Life Index for Thunder Bay

The Woolwich Community Report (Healthy Communities)

Quality of Life Index Project of Quinte

Ottawa Heading Towards Sustainability: A Snapshot Report

The Quality of Life in Brant County

Quebec

Gros Plan sur Mercier-Est/Anjou

Saskatchewan

Saskatoon Pulse of the City

China (1 project, 1%)

Hong Kong – Sustainable Development for the 21st Century

Czech Republic (1 project, 1%)

Brno Healthy City Project

Denmark (1 project, 1%)

Local Strategy for Health For All in the City of Horsens (Health Policy Action Plan 1998–2002)

England (10 projects, 9%)

Devon Quality of Life Report

Sheffield Trends

Merseyside’s Health 1999

Indicators for a Sustainable Coventry – Agenda 21

The Health of the Population (Avon Health Authority)

Sustainable Surrey Forum – The Common Agenda Counts: Measuring Progress Towards a Better Quality of Life in Surrey

Local Agenda 21 Strategy South Gloucestershire

Local Indicators to Monitor Urban Sustainability (LITMUS)

York Local Agenda 21 – A Better Quality of Life in York

Rushmoor Sustainability Indicators

Finland (1 project, 1%)

Turku Healthy City (Health Profile 1999)

Hungary (1 project, 1%)

Pecs City Health Plan (Hungary)

Italy (1 project, 1%)

Indicators of Sustainable Development for the City and Lagoon of Venice

Japan (1 project, 1%)

Outline of the Master Plan of Kyoto City

Korea (1 project, 1%)

Seoul City Index for a Better Quality of Life

Netherlands (1 project, 1%)

Rotterdam Health Barometer

New Zealand (3 projects, 3%)

Wellington’s State of the City Report

Dunedin City Strategic Plan

Canterbury’s Quality of Life Indicators Programme

Northern Ireland (1 project, 1%)

Craigavon Community Indicators

Phillipines (1 project, 1%)

1999 Regional Development Report (Central Visayas region)

Scotland (1 project, 1%)

Measuring Edinburgh’s Performance

South Africa (2 projects, 2%)

State of the Environment: Cape Town Metropolitan Area

Durban Metro State of the Environment and Development

Spain (1 project, 1%)

Vitoria-Gasteiz – Agenda 21

Sweden (1 project, 1%)

The Stockholm Indicators for Sustainable Development

United Kingdom (2 projects, 2%)

Sustainable Development – Indicators (Regional Quality of Life Counts)

Sustainable Development – Indicators (Local Quality of Life Counts)

United States (36 projects, 31%)

Quality of Life in Jacksonville: Indicators for Progress

Sustainable Seattle

Delaware Valley Direction 2020: Regional Indicators

Chamber of Commerce Boone County Report Card

Santa Monica Sustainable City Program

VHA Foundation Value Model for Community Health Improvement Efforts

Regional Benchmarking: A Resource for Community Dialogue

The Health of Boston

Weld County Indicators of Community Health

Social Capital Community Benchmark Survey

Boone County Health and Human Services Needs Assessment 1998

Hartford Health Survey 2000

Sitka Community Indicators

A Community Indicators Study for a Sustainable Blacksburg

Indicators for a Sustainable San Mateo County

Vital Signs: Sustainability indicators for Virginia’s Technology Corridor

Scottsdale Seeks Sustainability Indicators Report

Pueblo Community Indicators Project

Life in Hamilton County

Cape Cod Sustainability Indicators Project

Healthy Anchorage Indicators Project

Healthy Community Indicators – A Tool for Sustainable Development in the Roaring Fork and Colorado River Valleys: A Report on Long Term Trends in Our Region

Joint Venture’s Index of Silicon Valley

The Valley Health Profile (Naugatuck Valley, Connecticut)

Santa Barbara South Coast Community Indicators

The Yampa Valley Partners Community Indicators Project

Santa Fe County 1999 County Health Profile

Mesa County: Our Picture of Health

Life in Santa Cruz County – Community Assessment Project

Oklahoma County Vital Signs

Quality of Life in Boulder County 2000

The Pasadena Quality of Life Index 1998

DuPage County, Illinois Behavioral Risk Factor Survey 2000

Missoula Measures

The Sustainability Plan for the City of San Francisco

Pierce County Quality of Life Benchmarks

Wales (1 project, 1%)

Local Sustainability Strategy for Cardiff

Canadian Policy Research Networks,
A Sampling of Community- and Citizen-driven Quality of Life/Societal Indicator Projects: Background Paper
(Legowski 2000)
This paper reports on 21 citizen-and community-driven quality of life indicator initiatives which have taken place in the past 10 years in cities like Calgary, Edmonton, Winnipeg, Toronto, and Hamilton-Wentworth, and in other cities. The author has profiled their purpose and outcomes and identified lessons learned about constructing indicators, design and project concepts.

Projects reviewed were:

· Two Community Quality of Life Projects: South Riverdale and Lawrence Heights of Toronto

· Hamilton-Wentworth Vision 2020

· Plan Winnipeg 2020 Vision 

· Sustainable Calgary

· Edmonton 2005 

· Taking Toronto’s Vital Signs 

· Quality of Life in Jacksonville (Florida) 

· Sustainable Seattle 

· Florida Commission on Government Accountability to the People

· (GAP Commission) (1992/93 to 1997/98)

· Minnesota Milestones 

· Oregon Shines and Oregon Benchmarks

· Newfoundland and Labrador Strategic Social Plan and the

· Community Accounts Project 

· A Strategy for Sustainable Development for the United Kingdom

· Federation of Canadian Municipalities QOL Reporting System

· Quality of Life in Ontario 

· Genuine Progress Index (GPI) Atlantic (Nova Scotia) 

· Alberta’s Measuring Up 

· BC Regional Socio-economic Statistical Profiles

· Conference Board of Canada: Performance and Potential 

· Canadian Council on Social Development Personal Security Index (1999

· Canadian Institute for Health Information National Population Health Indicators

The Community Quality-of-Life International Conference “Planning, Developing and Using Community Quality-of-Life Indicators”, organised by the International Society for Quality-of-Life Studies (ISQOLS), Williamsburg, Virginia, 13–16 November 2002
(Zagon and Shookner 2002:6–9)

Examples of community QOL research showcased at the ISQOLS conference
Among the examples of community QOL research showcased at the conference were:

QOL in Hawaii – supported by the Hawaii Community Services Council, The Governor’s Office, Hawaii Community Foundation, Aloha United Way, and the Centre on the Family at the University of Hawaii.

Monitoring neighborhood initiatives at the University of Pennsylvania with the University City Indicators Project – A management tool developed by Penn’s Cartographic Modeling Lab, to monitor overall quality of life in University City, by means of a series of relevant indicators, using administrative data/records for urban and social policy analysis purposes

Truckee Meadows Tomorrow (Nevada) – A community-based, non-profit organisation with representatives from business, labour, utilities, health care, seniors and young people, education, public safety, arts, government, ethnic groups, environmentalists, faith communities, that publishes regular reports on the quality of life in its community.

Sustainable Planning in Switzerland – Using the cantonal guiding plans as instruments to contribute to sustainable development. The presentation and work offers a method and model for higher level performance-based management interests.
QOL Report on Flint, Michigan – Research supported by the locally based Mott Foundation and conducted by the University of Michigan with a private research institute.

Social Index for Hong Kong – An analytical tool developed by the Hong Kong Council for Social Services through a public-private partnership, for assessing social, political and economic needs over time and to initiate a process of working toward more balanced social and economic development.

Measuring the Quality of Life in Amsterdam – A new instrument for social policy arising from the Social Structure Plan approved by the city to integrate social policies policies into the policy making process. In collaboration with a “State of the city Amsterdam” monitor reports, which features an integrative monitoring instrument – the living conditions index (LCI), which combines indicators of various domains into a single index. The second part of the monitor consists of a geographical information, which follows various social developments within Amsterdam at a very precise level (6 position postal code). Excellent use of GIS web-based mapping to portray quality of life in a given territory, and use it for planning and policy making.

Measuring sustainable competitiveness 9- Offers an approach to compare cities in terms of quality of life data, with the view to measure a region’s ability to retain human resources that are used to sustain economic prosperity balanced with improving social equity, while preserving environmental quality. 

Measuring the performance of economic development – A presentation covering the link between economic development and quality of life, recognising the weakness of not integrating the social elements and development. 

Quality of Life in Canada: A Citizens’ Report Card – A presentation on the development of a national report card prototype on quality of life, as defined by citizens.

Sustainable Communities Model – Used by the Extension Community Development Program at Ohio State University to promote sustainable community development at the local level.

Civic and Social Health in California – Assessing the state of community well-being in the Great Central Valley, sponsored by the Great Valley Centre, a community-based, non-profit organisation.

United Way State of Caring Index 11 – A broad aggregated index covering the entire nation and 50 states with 36 indicators grouped in six categories, including economy and financial wellbeing, education, health, voluntarism/charity/civic engagement, safety and natural environment and other factors. Details on weighting and indicator selection are extremely interesting. This is a national initiative, which would like to go local, but is restricted by the lack of local level data. 

Quality of Life Indexes for National Policy

(Hagerty et al 2001)

“The committee collected QOL indexes with any of three criteria: They received attention from researchers in the field, they received attention from the press, or they had public policy applications. Committee members reviewed research and the general press and invited nominations from the members of ISQOLS. The final list contained 22 different QOL indexes.” These indexes are listed below and are reviewed in the report.

1. Center for Disease Control’s Health-Related Quality of Life

2. WHOQOL, World Health Organisation Quality of Life

3. Consumer Confidence Index (CCI)

4. Money’s “Best Places”
5. Index of Economic Well-Being (IEWB)

6. Genuine Progress Index (GPI)

7. American Demographics Index of Well-Being

8. QOL Index

9. Eurobarometer

10. Happy Life-Expectancy Scale (HLE)

11. International Living Index

12. UN Human Development Index (HDI)

13. Index of Social Health

14. State-Level QOL Surveys: The Annual Quality-of-Life in Virginia Survey

15. Index of Social Progress (ISP)

16. Basic and Advanced QOL Indexes

17. Comprehensive Quality of Life Scale (ComQol)

18. North American Social Report

19. Philippines’ Weather Station

20. Netherlands Living Conditions Index (LCI)

21. German System of Social Indicators

22. Swedish ULF System

Canadian Policy Research Networks

A Survey of Indicators of Economic and Social Well-being
(Sharpe 2000)

A total of 11 indexes are surveyed. The indexes are divided into three main categories: 1) indexes that provide consistent historical estimates of trends in well-being for Canada; 2) indexes that provide cross-national estimates of the state of well-being for a particular year for many countries; and 3) indexes that provide estimates of trends in well-being for Canadian provinces and communities. In addition to the indexes surveyed, certain sets of social indicators are also surveyed given their importance for the debate on social indicators. 

The five indexes that provide historically consistent estimates of trends in well-being in Canada are:

· Measure of Economic Welfare (MEW) developed by William Nordhaus and James Tobin and estimated for Canada by Statistics Canada
· Genuine Progress Indicator (GPI) developed by the Redefining Progress Institute and estimated for Canada by Statistics Canada
· Index of Economic Well-Being (IEWB) developed by the Centre for the Study of Living Standards
· Index of Social Health (ISH) developed at Fordham University and estimated for Canada by Human Resources Development Canada
· Index of Living Standards (ILS) produced by the Fraser Institute.

The three cross-national indexes surveyed are:

· Human Development Index (HDI) developed by the United Nations Development Program
· Quality of Life Index (QOL) developed by Ed Diener of the University of Illinois

· Index of Social Progress (ISP) developed by Richard Estes of the University of Pennsylvania.

The three indexes that provide estimates of trends in well-being for Canadian provinces and communities are:

· Quality of Life Index developed by the Ontario Social Development Council
· Ottawa-Carleton Quality of Life Index developed by the Social Planning Council of Ottawa-Carleton
· BC Stats Index of Regional Indicators

The two sets of social indicators surveyed are:

· Quality of Life Template developed by the Canadian Federation of Municipalities
· Oregon Benchmarks developed by the Oregon Progress Board

Outline prepared by Wendy MacDonald for Workshop on proposed PEI quality of life index, 14 October 2003, Orwell, PEI

Indicators Paper – draft outline – PEI

Introduction, < 1 page: Communities and jurisdictions at all levels are putting growing emphasis on indicators ... why? -- the emergence of the knowledge-based economy has made traditional economic indicators less and less useful, while globalization has highlighted the social and environmental costs of traditional forms of economic growth and created growing interdependence and complexity – these factors [and other factors to be identified, eg new social theories and paradigms, info technology, consumerism] in combination lead to a need for new metrics and new ways of deciding what will be measured.

PEI is taking action in this area etc. etc. [note growing range of activities since mid-1990s, this initiative]. This paper has been prepared in support of that initiative [precis the paper]

Historical Overview, ~ 2 pages – emergence of new measures in academe during the 1980s, adoption by international bodies notably the UN during the 1990s, spread to non-profits and industry later in the 1990s. This was paralleled by a growing number of initiatives at the national, state, and community level. [cite notable examples of each category in bullet point form] Conclude with an overview of PEI’s growing participation in measuring and reporting (State of the Environment, Common Health Indicators, Early Childhood Report, etc.)

What is Measured? (1–2 pages) – summarize the types of things that are measured, noting that there are literally hundreds of measures, normally grouped into anywhere from three to twelve major categories. However, common features include an emphasis on social and environmental factors missing from traditional measures; a systems view focusing on the interdependence of these measures; and often a participative, inclusive process to select the indicators. Then describe the most commonly used categories.

How Are Things Measured? (2–3 pages) – discuss the use of indicators and indices. Note the characteristics of a good indicator (valid, reliable, relevant, comparable, understandable, etc.) Note that the choice of specific indicators are more situational to the specific community doing the measuring, both in terms of that community’s vision, values, and priorities, and in terms of the data available. Give some examples of indicators and support these with a couple of attachments such as the Canadian Federation of Municipalities and Oregon Benchmarks.

How Are Measurement Processes Designed? (2 pages) – discuss common characteristics, highlight role of citizen engagement and participation, outline some processes from leading examples.

Next Steps (1 page) Finish by recapping the issues to be discussed in the afternoon session, ie:
· What should / might be measured in a PEI index?

· Is a PEI index a good idea? Why or why not?

· How should a PEI index be set up (structure, processes, ownership, governance)?

· How should the public be involved?

· How might it be funded?
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Appendix D
News clipping: Halifax Herald – Editorial (29 January 2004)
Coal case file in N.S.
WE ARE the little engine that could. Pollute, that is. 

According to a new study by the non-profit research group GPI Atlantic, Nova Scotia accounts for one-quarter of the sulphur oxide this country belches out to generate electricity. On a per capita basis, that’s an astounding eight times the national average. We lead all other provinces in this field, despite the fact our economy is dwarfed by Ontario’s. 

The highlight reel doesn’t end there. We pump many other poisons into the atmosphere, from carbon monoxide to dust and soot, at an alarming rate. “Like Canada, Nova Scotia is therefore a worse air polluter, on a per capita basis, than any OECD country”, the GPI study concludes. 

Thankfully, the big picture is not so bleak. The study emphasises that overall air quality in this province has improved significantly over the past 30 years. This is mainly due to the closure of heavy, dirty industry, like the coke ovens in Sydney, and the introduction of emission controls for power plants and other smokestacks. 

So we are making genuine progress. How we can make better progress is the real question facing us. 

For the foreseeable future, we will continue to meet three-quarters of our power needs by burning coal, hence the sulphur problem. We export the quasi-totality of our natural gas, a far cleaner source of energy. And even though some power plants, like Tufts Cove in Dartmouth, can burn natural gas, it has proven far cheaper to send dirty bunker C oil residue up the smokestacks. 

Part of the solution, obviously, is to turn up the heat on Nova Scotia Power. The utility should be legally bound to make renewable energy a growing percentage of the power supply, as is common in the United States. 

A provincial committee studying electricity deregulation has suggested NSP be required, by 2006, to do just that. 

In fairness, NSP has recently invested in two commercial-sized wind turbines – in Grand Etang, Inverness County, and Little Brook, Digby County – which contribute less than one per cent of the power consumed by Nova Scotians. 

Wind power can only ever be a supplementary source, since its output is unpredictable. Still, we need more of it. 

Real strides in developing renewable energy, be it hydrogen or wind power, won’t be made without legislative impetus, simply because no one seems to be in a hurry to explore alternatives. 

But Nova Scotians themselves are the other half of this equation. Unfortunately, they are not rising to the challenge very quickly. 

NSP mailed out 35,000 pamphlets to customers last year, offering to sell them blocks of green power for $5 each per month. Only 350 – or one per cent – signed up for it. 

“Seven hundred blocks of wind energy have been purchased, which means about 32 per cent of the annual production of our two turbines has been financially supported by green-power participants”, NSP spokeswoman Margaret Murphy said late last year. 

Surely, we can do better than that. If Nova Scotians love the environment as much as they profess to, not only should they embrace more green power, but they should also rein in their demand for regular power. 

As the GPI report points out, simple consumer choices such as turning down the thermostat and snubbing gas-guzzling SUVs at the car dealership can substantially reduce air pollution – from ground-level ozone to smokestack fallout. 

Prevailing winds have made the Maritimes the tailpipe of North America, but the truth is we are breathing far more of our own exhaust fumes than we care to think. We pay for this in acid rain and in asthma attacks. 

Over the next few years, let’s make even more genuine progress. Perhaps then we can attract national and international attention as the little engine that could – go green, that is.
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