_________________________________________________________________________


Economic growth and social decline�How our measures of prosperity are taking us �down the wrong path


_________________________________________________________________________





�
Clive Hamilton 





Over the last two decades some far-reaching changes have been made to our economy in the pursuit of more economic growth.  Trade barriers have been dismantled, our financial markets have been opened up to global investors, most of our publicly owned assets have been sold, we have sought to integrate ourselves into Asia, our foreign policy has been reoriented to emphasise trade and investment as never before, the labour market has been deregulated, the public sector has been cut, and taxes on the rich have fallen. 


More than ever before, economic growth is the touchstone of policy success.  Every newspaper, every day, quotes a political leader or a commentator arguing that we need more economic growth to improve our level of national well-being, to build a better society.  The release of the quarterly national accounts unfailingly receives extensive coverage.  Picking out growth in gross domestic product (GDP), journalists write as if they have a technical barometer of our nation’s progress.  Produced by some of our best statisticians using the internationally agreed system of national accounting, GDP appears to provide a measure of prosperity that is immune to argument.


If GDP reaches or exceeds expectations, government leaders crow about their achievements.  If it falls below expectations, the Opposition seizes on the figures to attack the Government’s poor performance. The fetish with the national accounts reached its zenith with Prime Minister Keating’s comment on one quarter’s figures: “This is a beautiful set of numbers”.  Few were persuaded that the reality was as beautiful as the numbers.


In the presence of sustained economic growth throughout the 1970s, 1980s and 1990s, Australians have been strangely restive. They are disgruntled, fractious and suspicious of the claims by politicians that the economy is doing well.  There is a widespread perception, confirmed by social researchers such as Hugh Mackay, that life in Australia is not improving, but is in fact deteriorating.  If growth is so good for us, how come it seems that things are getting worse?


People do not experience economic growth, but a complex set of economic and social changes that affect their daily lives.  The two may diverge.  A wealth of survey and other evidence reveals that, while the economy grows inexorably, people have found that they must work harder and longer just to keep up, they feel more insecure about their jobs and their futures, they no longer believe in the post-war dream that everyone can make a better future for their children, and they feel less connected to their communities than ever before. While the fear of nuclear annihilation has subsided, Australians worry about new social epidemics: family breakdown, youth suicide, drug addiction and drug-related crime, the gambling culture, and a pervasive fear about the destruction of the natural world.  In addition to these new problems some old but hidden ones have become frighteningly public: domestic violence, child sexual abuse, and priests we can no longer trust.


The political implications of this restiveness are of historic proportions.  The allegiances that sustained the structure of Australian politics from the Second World War have broken down.  Droves of working class people, traditionally loyal to Labor, deserted the party at the last election and went in search of an alternative. 


Undoubtedly, one reason for this divergence between the performance of the economy and the perceptions of ordinary people has been the fact that the growth of income has been skewed towards the wealthy.  But the problem runs much deeper than the age-old one of maldistribution of income.  The problem lies in how we define and measure prosperity in Australia.  Our official statistics provide a profoundly misleading picture of changes in national well-being. The national accounts which generate GDP fail to recognise that the economy produces ill-being in addition to well-being, ‘bads’ as well as goods.


Why are our measures of national progress so misleading? 


For most of human history the money economy operated only on the margins of the systems by which people provided for their needs ( their subsistence, their shelter, their personal and community relationships, their entertainment.  With the industrial revolution, the decline of traditional agriculture and the division of labour, exchange and money became essential for survival.  For the first time in human history, paid work became separated from work within the household, and gradually the latter became hidden from view as attention was captured by ‘the economy’, newly defined to include only those things bought and sold in markets 


The early economists, such as Adam Smith, the French Physiocrats and David Ricardo, began by analysing the physical flows in the economy.  They emphasised the importance of the land and natural resources in generating wealth.  They saw money as little more than a means of exchange, the grease that oiled the wheels of commerce.


In the last decades of the nineteenth century, the school of neoclassical economics emerged under the influence of economists such as Knut Wicksell, Leon Walras and Alfred Marshall.  They conceived of the economy explicitly and exclusively in terms of interactions of markets which facilitate the exchange of goods and services.  Themselves products of industrial society, they no longer paid attention to the material foundations of the economy in the natural world.  This neoclassical view is now the unchallenged orthodoxy throughout the industrialised world.


During the years between the world wars, governments needed better means of managing their economies in the face of dramatic swings in the business cycle.  Economists including John Maynard Keynes, John Hicks and Simon Kuznets developed the original systems of national accounting.  They were acutely aware of their shortcomings and indeed repeatedly warned against using measures such as gross domestic product as indicators of prosperity.  Kuznets, the originator of the system of uniform national accounts in the USA, warned Congress in 1934: “The welfare of a nation can scarcely be inferred from a measurement of national income as defined above”.�


Kuznets watched with some dismay as his warnings were ignored and economists and policy makers grew accustomed to equating prosperity with growth in national income or GDP.  By 1962 he was writing that the construction and use of the system of national accounting must be rethought: “Distinctions must be kept in mind between quantity and quality of growth, between its costs and returns, and between the short and the long run. ... Goals for ‘more’ growth should specify more growth of what and for what”.


One of the most serious shortcomings of GDP as a measure of well-being can best be seen by considering an economy emerging from subsistence agriculture.  The development process involves a transformation of agriculture in which subsistence farmers ( who have for centuries provided for almost all of their families’ needs ( are forced to convert their land to the cultivation of cash crops such as coffee and rubber.  Farmers use the cash to buy what they previously grew themselves.  While the conversion to cash crops often results in no improvement in the living standards of the farmers, GDP rises because the farm product now passes through the market. 


Indeed, the conversion of traditional farming to cash crops has in many places seen farming communities impoverished in ways hitherto unknown.  Early European travellers to the Pacific found islanders living in ‘subsistence affluence’, a phrase that appears self-contradictory only to those who cannot separate well-being from consumption.  Gaugin’s images of Tahitians are highly subversive of modern consumer capitalism.


In the late twentieth century, despite the dominance of the industrial economy, large segments of people’s daily activities remain separated from the marketplace, but the process of transferring household activities to the market economy continues.  These transfers cause GDP to rise.  Fast food instead of home-cooked meals, paid housekeepers in place of domestic duties and commercial childcare instead of traditional parenting all increase the volume of market transactions and make the economy and national well-being appear to grow correspondingly.


The basic problem is that our measure of national progress has been bound inseparably to the price system.  An activity is taken to contribute to our national well-being by virtue of the fact that, and solely to the extent that, it is produced for sale.  The defining feature of prosperity has become monetary transactions.


This way of measuring national well-being omits two large realms: the contributions of family and community on the one hand, and of the natural environment on the other.  Both of these are vital to our well-being, but because their contributions lie outside of the marketplace they simply do not count.  Years ago this may have been justified.  The world was being transformed by industry, technology and trade, the instruments of the market.  The social structure seemed largely immune from the market although, in a famous and extraordinarily prescient passage published in the 1860s, Karl Marx and Friedrich Engels wrote in ringing terms about the power of capitalist market relationships to sweep all before them.


It also seemed reasonable to ignore the natural world as long as it continued to provide an endless supply of resources and bottomless ‘sinks’ to absorb the waste products of industrial society.


But in the twentieth century these presuppositions have become manifestly insupportable.  Our society has been penetrated at every level by market relationships. Increasingly, couples prepare for marriage by signing a financial contract.  We buy our social identities through brand names and personal styles created by advertising agencies.  Our leisure time is increasingly the preserve of commercial entertainment rather than family and community activity.  Sporting competitions developed to provide weekend excitement for players and arenas for community bonding are now big business, with teams for sale to the highest bidder and ‘loyalty’ packaged and sold.  The images that surround us everywhere in our daily lives are created to sell products. 


Nor can we separate the social afflictions of crime, drug abuse and youth suicide from the societal changes wrought by the market economy.  Unemployment, inequality and the pervasive expectation that contentment derives from material acquisition ( these are products of the market system and have the most profound effects on our welfare.


In addition, we have been dismayed to discover that the natural world is decidedly finite, and that we have exceeded its ability to absorb human impacts.  Vast expanses of forest are gone, or transformed into sterile monocultures.  Many of the fish stocks that teemed the oceans have vanished.  The soils are being washed into the seas at alarming rates.  Wars are now fought over precious water supplies.  Everywhere the natural world is in decline; we now even threaten the most basic life-support system of them all, the atmosphere.


The economy sucks what it needs from the social realm and the natural world, and only in this way do things acquire prices so that they can be included in the national accounts.  The economy spits out what it does not need ( redundant workers, toxic wastes ( and by this act these things no longer appear in the national accounts.  The economy values only what it needs, and what it does not need has no value.  Contributions to our well-being only count if they are transferred to the market sector; and the ‘side effects’ of the market that diminish our well-being are sent back to the social and environmental sectors where they no longer count.


The decline of family and community life and the deterioration of the natural world are not independent of the economy.  Commerce, industry and consumerism are inseparable from their decline.  Yet our measure of national well-being, GDP, continues to rise.  If we look only at the official figures, our lives should be getting better.  After two hundred years of the pre-eminence of the economic, the historic task of the twenty-first century is to force the market to take responsibility for its consequences.


Pulling the wrong levers


Our distorted measure of national progress is failing to reflect the things that matter to us.  Yet GDP provides the vital piece of feedback that policy makers use to direct the nation.  If the indicators of national progress are consistently misleading, then we will continue to follow policies that fail, and we will be unable to escape a cycle of decline.


Both of our major political parties are the captives of the national accounts.  While they may differ on social policy, there is an unchallengeable consensus that the ultimate aim of national policy is growth of the economy, to keep GDP rising as fast as possible.  They fight elections each promising to manage the economy better so that economic growth will be higher.  The answer to almost every problem is ‘more economic growth’.  The problem is unemployment; only growth can create the jobs.  Schools and hospitals are underfunded; the answer is faster growth.  We can’t afford to protect the environment; the solution is more growth.  Poverty is entrenched; growth will rescue the poor.  Income distribution is unequal; the answer is more growth.


If the answer to the problem is always more growth then who dares ask the question: what if the problems are caused by economic growth? 


The preoccupation with growth involves a massive logical fallacy.  Political leaders and economist have been saying for decades that more growth will solve our problems.  They have succeeded in delivering more growth.  In inflation-adjusted figures, GDP per person is two and a half times higher today than it was in 1950.  Are we more than twice as well off?  Are we any better off?  Has this impressive growth solved our problems, or only created new and bigger ones?  But instead of stopping to look, and seeing that the claim that more growth will solve our problems is manifestly wrong, we are told we must have more growth.  The record is plain for all to see; yet the political leaders are stuck in a groove and can only sing the same old song.


The failure to recognise the profound fallacy of the obsession with growth is a monumental political blunder.  It reflects a lack of vision, an inability to grasp what is really happening, a fear of stepping beyond the bounds of the conventional, even though the conventional solutions have not only failed miserably to fix the problems but have made them worse.


How do voters react when political parties promise and succeed in providing more and more growth, yet their lives do not seem any better?  They become cynical.  The politicians promise much but deliver little.  There is a great weariness with the political process.  They all promise the same thing so there is little to choose between them; and what they promise somehow doesn’t seem to work.  How do our political leaders react to this voter disillusionment?  They promise more growth.


We urgently need new measures of national prosperity, measures that reflect the good and the bad, measures that tell us whether we are going forwards or backwards.  We need measures that do not treat the realms of family and community on the one hand and the natural environment on the other as irrelevant because they are outside of the market.  We need measures that reflect the things that really count, not merely those that have price tags.  One such measure is the Genuine Progress Indicator.


A new measure of progress


In the last few years, a world-wide program to construct the Genuine Progress Indicator (GPI) has emerged among critical researchers.  Now it has been built for Australia by the Australia Institute.  The GPI covers the period 1950-1996 and draws on a mass of data from official institutions and economic and social researchers to compile an index of economic progress over time.  The GPI does not claim to be a perfect measure of changes in our economic well-being, but it does claim to be far superior to GDP.


The GPI gets much closer than GDP to the impacts of the growth process actually experienced by Australians.  It does not include everything that affects our well-being, nor even everything that affects our economic well-being.  Only some aspects that lend themselves to monetary measurement are included.  But even adding in a few of the factors that affect our daily lives generates a story very different from the official one.  The results are remarkable; they confirm what some critics and many ordinary people have been saying for years.  But before we see the results, how is the GPI constructed?


The Australian GPI incorporates more than twenty aspects of our economic well-being that are either ignored or wrongly treated in the official estimates of GDP.  We begin with the ‘personal consumption’ component of GDP and then add or subtract these additional aspects of well-being.  While there are many complex conceptual and measurement issues to be dealt with in compiling the new index, most of it is based on common sense.  We know that an economy growing at 4 per cent but shedding jobs does not leave a community as well off as a similar economy growing at 4 per cent but maintaining employment.  We know that an economy that can grow at 4 per cent while minimising pollution is better for us than one growing at 4 per cent but despoiling the air and water.


The GPI provides a balance sheet for the nation which includes both the costs and the benefits of economic growth.  The principal factors included in it are as follows.


Income distribution  Most people would agree that a growing economy contributes more to national well-being if poorer households receive a major share of the new income.  In the 1980s, when the mantra of the corporate world was ‘greed is good’ and the rich made sure their wealth was conspicuous, the poor could do little more than look on and wonder about the benefits of the boom.  The GPI adjusts growth in consumption by a measure of the changing distribution of income in Australia.


The household economy  Much of the work that contributes to our well-being occurs in the home and the community ( caring for children and the elderly, buying for and cooking meals, cleaning the house and coaching the children’s soccer team.  Because these activities are outside of the market (and have traditionally been performed mostly by women) their contributions do not appear in the national accounts.  Only when the market captures them ( as in the spread of paid childcare and fast food and the employment of housekeepers ( do they appear to add to our well-being because they now have price tags.  The GPI includes an estimate of the value of household and community work.


Unemployment and overwork  Unemployment imposes costs on communities and nations well beyond the loss in economic output that enforced idleness entails.  Many studies have shown that the health and skill levels of unemployed people decline, their families are more likely to break down, crime rates rise and there are often severe psychological impacts on unemployed people and their families.  Paradoxically, in the last decade or so an epidemic of involuntary overwork has also beset Australia and this imposes additional costs.  The GPI includes estimates of the financial costs of unemployment and overwork.


Environmental degradation  When economic growth causes depletion of stocks of natural resources and decline in environmental quality, the national accounts either ignore the effects or treat them as a gain.  The GPI assesses these costs properly.  While GDP counts the value of timber from native forests as a benefit, and stops there, the GPI also counts the environmental costs of logging.  The damage done by greenhouse gas emissions is not ignored (and left as a problem for future generations to deal with) but is counted in the GPI as a cost of economic activity in the year the gases are released into the atmosphere.  The GPI also accounts for the costs of ozone depletion, land degradation, water pollution and water use, depletion of non-renewable resources and noise pollution.


Crime  If a crime wave induces us to spend more on household security and insurance premiums then this expenditure is recorded as a positive contribution to our well-being in GDP.  In reality we are only trying to maintain our levels of security in the face of a more threatening world.  The costs of crime are enormous, over $20 billion each year, and include not only the costs of preventing crime but the health and repair bills for the victims of crime.  The GPI deducts from our consumption spending these ‘defensive expenditures’ related to crime.  Some other types of spending on health and education are also defensive in character and are deducted to obtain the GPI.


Foreign debt  High levels of foreign indebtedness over long periods are unsustainable.  Unless the borrowed funds are invested in productive enterprises that will generate the profits required to repay the debts, we leave a burden for future generations.  The GPI takes into account the amount of foreign debt that is devoted to consumption rather than invested productively.  It is one of the biggest influences on the course of the Australian GPI over time.


After accounting for all of these influences on our well-being, what do we find?  The results of the GPI calculations over the period 1950-1996 tell a powerful story, one that puts the lie to the rosy picture of eternal progress painted by the GDP figures.  Adjusted to eliminate the effects of inflation, GDP per Australian rose from around $9 000 in 1950 to over $23 000 in 1996, an annual rate of growth of 2.1 per cent.  If we take GDP to be a measure of national well-being, then young people today appear to be much better off than their parents were.  Life is much better than it was in the 1950s and has continued to improve in each decade.


But when account is taken of the 23 other factors included in the Genuine Progress Indicator, a radically different picture emerges.  The GPI per person rises largely in line with GDP throughout the 1950s and 1960s; but everything changes in the 1970s.  Since the late 1970s, the GPI does not rise at all.  The rot would have set in during the early 1970s, except for an improvement in income distribution in that decade.


The sharp divergence between a rising GDP and a stagnant GPI since the late 1970s indicates that for the last two decades in Australia the costs of economic growth have outweighed the benefits.  This is cause for grave concern, yet our official statistics continue to portray a vision of ever-rising prosperity.


What factors have been responsible for the stagnation in measured well-being since the 1970s?  The most important influences have been unsustainable levels of foreign debt, the growing costs of unemployment and overwork, the combined impact of a number of environmental problems, especially climate change and urban air pollution, and the escalating costs of energy resource depletion.  Essentially, economic growth now is being maintained by running down the stocks of industrial capital and infrastructure as well as the stocks of social capital and natural capital, leaving gaping holes in the wealth-creation possibilities of future generations.


The Australian GPI results mimic precisely the pattern in other industrialised countries, including the USA, Britain and several European nations.  The decline in measured well-being since the 1970s reflects the impacts of globalisation, a phenomenon characterised by rapid financial integration of the world economy, huge and unstable capital markets, the emergence of stagflation and chronic unemployment and the dominance of economic policies premised on a belief in small government and unfettered markets.


The calculation of the GPI suggests that much if not all of the growth in national output since the 1970s has not been real growth at all.  Growth in GDP has been largely made up of spending required to offset declining social and environmental conditions, borrowing of resources from the future to maintain present consumption and shifting activities from the traditional realms of household and community into the market sector.  The official measure of national well-being hides all of these.


Who’s afraid of the GPI?


In the era when growth seemed unlimited, when the world’s resources seemed infinite and where the shadow of the Great Depression hung over all, there was a stronger case for assuming that a growing GDP reflected improving conditions of life.


But in the 1990s it is no longer intellectually credible to maintain that GDP is a proxy for changes in national prosperity.  Everywhere the evidence of social decline and environmental degradation confronts us.  The golden age of growth ( which was characterised by the belief that if governments look after the growth rate everything else will look after itself ( has passed.  The yardsticks for measuring national progress in the golden age are no longer valid.


Statisticians provide the numbers that economists (and others) need.  The statisticians are more cautious about their products than the economists and policy makers who use them, for they are acutely aware of the shortcomings of their numbers and do not need to be told of the pitfalls of using GDP growth to measure changes in national prosperity.  The Commonwealth Statistician Bill McLennan is very supportive of efforts to develop alternative indicators of national well-being to help guide policy makers.


Economists are perhaps the greatest obstacle to the acceptance of alternatives to GDP.  Orthodox economists have for decades argued that their ‘science’ is value free ( for this their critics accuse them of ‘physics envy’.  The obsessive pursuit of spurious accuracy has seen the profession attempt to transform the discipline from a social science drawing on history and psychology into a ‘hard’ science defined by mathematics and statistics.  A survey of American economics graduates in the late 1980s asked which of several characteristics are most likely to place students in the fast track of professional success.  Ninety-eight per cent said that ‘excellence in mathematics’ is very important or moderately important.  Only three per cent believed that ‘a thorough knowledge of the economy’ to be very important while 68 per cent said that it is unimportant.  The iconoclastic economist J. K. Galbraith has written that universities today are producing ‘a generation of idiots savants, brilliant at esoteric mathematics yet innocent of actual economic life’. 


The new measures are too subjective, argue orthodox economists, and measures of national progress should be beyond ideology.  GDP may have its faults, they concede, but it is widely accepted and does not require a series of value judgements about how various factors influence our well-being.


But there is nothing scientific or value-free about GDP as a measure of national well-being.  Assigning validity only to those items that are produced and valued in the market sector and excluding everything else is a monumental value judgement.  Ignoring the social and environmental costs of economic growth does not somehow avoid the need to assign them a value.  By ignoring them these impacts are assigned a value, a value of zero.  Household work, unemployment, crime, loss of species, climate change ( each of them aspects of the economic process ( count for nothing in the official measure of our economic well-being.


Alternative indicators take measurement of national progress beyond the traditional confines of economics, and in the process the economics profession loses its monopoly over a powerful weapon.  The new measures allow other professionals and the general public as much moral authority to comment on and assess the changing state of national affairs. 


The demystification of any body of knowledge always represents a threat to its keepers.  However, there is a growing cadre of younger economists who are inclined to challenge the assumptions of the growth mentality, and to return to one of the foundational questions of the discipline of economics, one that has not been asked for more than a century ( what is the purpose of the economy?  They are not content to see the impacts of the market economy in the social and environmental realms banished to the irrelevance of ‘externalities’.  The externalities are often the things that matter most to people lives.


Who else might object to the use of more comprehensive and accurate measures of economic prosperity?  Governments mesmerised by economic growth may find it painful to think about national progress more broadly, especially if it means wholly reorienting the emphasis of policy.  Growth, investment, development, competitiveness, free trade ( these aspects of the market system are powerful political symbols, and for those who are captives of the symbolism of the market, to question the growth project is a form of blasphemy.


With the new measures, politicians can no longer revert to the over-prescribed remedy of more growth, the solution to everything from unemployment, poverty, national debt and environmental decay.  For politicians bereft of ideas, to deny them the standard recourse to “growing our way out of our problems” may be too big a challenge to bear.  Journalists and commentators too may resist the new measures because they make their lives more complicated.  Ready-made stories of policy success or failure based on the quarterly national accounts will need to be replaced by analysis of a range of factors and a multiplicity of views.


Some industries that continue to grow by exploitative resource use and pollution do not want the full impact of their activities exposed.  The fact is that the growth of some industries is sustained by hidden costs imposed on the community, subsidies provided involuntarily.  The profitability of producing timber from native forests and generating electricity by burning coal would undoubtedly collapse if the costs of environmental degradation were added to the usual input costs on the firms’ balance sheets.


Using more comprehensive indicators would shift the ground of the policy debate.  Australia depends heavily on trade, but the arguments of the free traders have been like a juggernaut rolling over the objections of workers, local communities and environmentalists.  Any objections to extension of the General Agreement on Tariffs and Trade (the GATT) or the moves into APEC are met by strident arguments about how freer trade will increase the growth rate and is therefore essential for economic success.  The facts are that almost all economic studies show that the economic benefits of free trade are minuscule.  On the other hand, the costs of freeing trade can be very large.  Free trade often means industrial dislocation along with disruption to families and communities.  It also often mean more air pollution as industrial inputs and final goods are transported around the world. 


The end of steel-making in Newcastle, justified on the grounds that Australia can no longer compete in steel-making, will cause enormous dislocation, unemployment and community decline in that city for many years.  Yet the costs of long-term unemployment, community fracturing, social malaise, and family stress count for nothing in the decisions, both corporate and government, that allowed the closure of the steel plant. 


Even stronger arguments can be made against integration of world capital markets.  Massive amounts of foot-loose capital slosh around the economies of the world in pursuit of speculative profits.  This activity makes no contribution to the well-being of ordinary people but robs national governments of the ability to manage their economies in the national interest.


Better accounting would release the debate from the dogma of growth and allow a full assessment of the national interest including the impacts of policies in the realms of family and community and the natural environment.  The effects of new shopping malls on community cohesion and small shop-keepers would be taken seriously.  Moves to increase competition in the electricity industry would need to be balanced against environmental impacts.


Perhaps one of the most important areas in which broader measures of well-being are needed is tax policy.  The so-called tax reform debate in Australia places an inordinate emphasis on relatively trivial efficiency effects and largely ignores the long-term social and environmental implications of, for example, a substantial shift to indirect taxes.  A consumption tax makes no distinction between consumption of basic foodstuffs and educational services on the one hand and Ferraris and luxury yachts on the other.


The prevailing tax system in Australia is deeply perverse.  It taxes labour and enterprise ( activities that benefit society ( and fails to tax or taxes inadequately activities that consume natural resources and pollute the environment.  The tax system encourages activities that reduce our well-being and discourages activities that improve our well-being.  We tax goods and subsidise bads, providing misleading signals.  A shift in the tax burden from labour and enterprise to resource use and pollution would yield a double dividend ( more employment and less environmental damage.


The Coalition Government has introduced a ‘Charter of Budget Honesty’, legislation  designed to prevent governments from cooking the books to show public finances in better shape than they really are.  A more significant innovation would be a Charter of National Accounting Honesty.  It could begin by requiring the Australian Bureau of Statistics to place a bold disclaimer on the cover of the Quarterly National Accounts.  It might read: 


‘These national accounts, and the estimates of gross domestic product in particular, should in no circumstances be interpreted as a measure of national well-being.  Without additional information, it is not possible to conclude that a higher GDP implies that Australians are any better off’.


New politics


To question the use of GDP is to pose a simple but extremely challenging question about economic growth ( growth of what?  While this is a question that has been put most forcefully by environmentalists, in recent years thinkers and commentators from the conservative end of the political spectrum have begun to challenge the preoccupation with ‘economic reform’ and by implication the growth project itself.  Writers such as B. A. Santamaria, Robert Manne and Gerard Henderson have been asking whether the social costs of the policies of economic rationalism have been worth the putative benefits in terms of higher GDP growth.  The US GPI researchers Cobb, Halstead and Rowe have made this observation on the discomfort with the growth obsession shared by the environmental and social conservative camps:


Much as this pursuit [of growth] turns ancient forests into lumber and beaches into sewers, so it turns families into nodes of consumption and the living room into a marketing free-fire zone.  Both camps speak from the standpoint of values against the moral relativism and opportunism of the market.


These issues lie at the core of the divisions between the new brand of libertarians, who adopt a hard-line defence of the free market, and the more traditional social conservatives who believe that the market should not be allowed to undermine the family and social cohesiveness.  The two sets of beliefs are irreconcilable, yet they sometimes coexist in the one breast.  This explains why Prime Minister Howard’s philosophy is so unconvincing; by putting his faith in the free market he undermines many of the social values he holds dear.  The spread of market relationships into sport, community services, the education of children, the public service and the very structure of families themselves ( indeed, the invasion of all aspects of people’s lives by commercial values ( all of these erode the interpersonal bonds and shared values that sustain cohesive, nurturing and supportive communities.  This is the core contradiction of modern conservative politics.


This contradiction is manifested in the attempts by the Liberal Party to garner both electoral support from the ‘Aussie battler’ on the one hand and financial support from big business on the other.  The latter, most of which is international in its orientation and ideology, if not actually foreign owned, is not interested in the social values that conservative politicians have traditionally favoured.  As a result we have political leaders who manage to be socially conservative but economically libertarian, wanting to conserve with one hand what they are destroying with the other.


The only way to resolve the contradiction is to challenge directly the obsession with economic growth and thereby to reestablish a balance between economic advancement and social cohesiveness and environmental protection.  There is a substantial minority of the population that has serious difficulty making ends meet, but if we ask what most people really want it is not the things that higher economic growth will provide.  They want satisfying and secure jobs, safe neighbourhoods, supportive communities, family warmth, confidence in their children’s future, a well-protected natural environment and a diverse but unified nation.  Economic growth is not necessarily inimical to these, but the pursuit of economic growth at the expense of all else most certainly is.  The Genuine Progress Indicator demonstrates numerically that too much has been sacrificed in the obsessive pursuit of higher GDP.  It reminds us of a self-evident fact that in the era of economic rationalism has been forgotten: the purpose of the economy is to serve the people.    ©
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�  Quoted by Cobb, Halstead and Rowe, The Atlantic Monthly, October 1995








