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OPPORTUNITY #46

What if future potential was reported alongside
GDP?

GROSS
DOMESTIC
FUTURE
(GDF)

The stock of various national assets complement GDP
as a measure of a country’s future potential growth,

or gross domestic future (GDF). These assets include
natural resources, human capital, intellectual capital,
physical capital and capacities for innovation and
technological development.
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WHY IT MATTERS TODAY

The Human Development Index, maintained by the United Nations
Development Programme, incorporates the conventional approach to
measuring economic progress, education and health, which are impor-
tant variables in determining the development of a society.”® However,
new measures intended to capture broader aspects — both qualitative
and quantitative — are becoming increasingly prominent. Examples
include the Global Competitiveness Index (141 countries in 2020),’®" the
Legatum Prosperity Index (167 countries in 2021)7%8 and the Global In-
novation Index (132 countries in 2021).7%° Businesses are also looking to
better assess and incorporate social and environmental aspects in their
reporting, as evidenced by the rise in environmental, social and govern-
ance (ESG) benchmarking.”

Countries such as New Zealand have introduced a ‘well-being budget’.
Such metrics go beyond GDP to encompass broad outcomes including
health and safety, in order to assess the success of related policies.”
The New Zealand government also conducts assessments of its citizens
asking them to evaluate their current life satisfaction and expected level
of life satisfaction in five years’ time, and to provide objective informa-
tion such as their employment status.””

The United Arab Emirates (UAE) undertakes a host of initiatives and
research efforts to assess the well-being and happiness of its citizens.””
The UAE University has set up the Emirates Center for Happiness Re-
search to offer evidence-based methods to implement initiatives that
will help to enhance happiness and future well-being.”™

Global GDP has increased tremendously over the past 50 years, grow-
ing from around $3 trillion in 1970 to $96 trillion in 2021.775 Estimates
suggest that if countries and businesses prioritised nature, they could
generate $10 trillion in annual business value, creating 395 million jobs
by 2030.77®
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THE OPPORTUNITY

Gross domestic product (GDP) captures the monetary value of the final
goods and services (bought by end consumers) produced in a country
in a year. It includes most outputs generated within the borders of a
country and determines the size of its economy accordingly.””” However,
although it is often seen as a measure of welfare and future economic
success,’’® it fails to capture both of these elements comprehensively.
This is because current economic flows do not reflect the future poten-
tial of an economy, which can be further developed.

Measuring assets critical to future growth and development differen-
tiates a country’s potential from its past performance and offers new
perspectives for investment and long-term planning. New measures can
inspire greater action to develop, protect or restore assets recognised
as economically valuable. The new system will be supported by advanc-
es in ways to monitor, measure and collate non-financial and non-con-
ventional data in real time, such as data on biodiversity, skills and talent,
cultural and Indigenous sites and heritage.

Forested and less agriculturally intensive countries can benefit from

the global demand for natural carbon sinks. Youthful countries that are
focusing on the use of technology in education and employment can see
their demographic and economic capital boom as ageing accelerates in
many regions. Indigenous cultures and traditions can become more val-
uable over time as sources of skills, information and know-how that can
be leveraged for education and scientific research, and to draw tourism.
Countries that are preserving or successfully restoring biodiversity can
leverage their environmental and genetic capital to achieve improved
well-being but also to encourage innovation in the areas of medicine and
materials.

BENEFITS RISKS

Better measurement of assets, Lower rankings for smaller coun-

allowing nations to sustainably tries (in terms of land mass and/or

develop and use what they have population size) and more trade-

for future growth, prosperity and led economies, leading to reduced

well-being. access to benefits that depend on
assessment of monetary value of
final goods

and services.
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