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Mihi 

E ngā tāne, e ngā wāhine, e tau nei, tēnā koutou katoa. 

Ka tino nui tāku mihi o aroha ki a koutou i tēnei ra. 

Kei te mihi ahau ki ngā taonga katoa  

 o ngā tāngata whenua o Aotearoa. 

Ka iti tāku mōhio o te reo Māori, 

 ēngari kei te mihi ahau ki tēnei taonga o ēnei motu. 

Tēnā koutou. Tēnā koutou. Kia ora tātou katoa. 



Wellbeing Economics 

This presentation is based on research done in the 
Agribusiness and Economics Research Unit (AERU) 
by Caroline Saunders and myself since 2002. 





Our wellbeing framework 
is set out in a small book 
published in 2014 by 
Bridget Williams Books. 

This is not simply an 
academic discussion; all 
around the world, policy 
makers are adopting 
wellbeing frameworks. 



The Stiglitz-Sen-Fitoussi Commission 

In 2008, Nicholas Sarkozy 
invited three eminent 
economists to report on 
measures of economic 
performance and social 
progress. 

Their report was clear on the need to shift to a 

greater emphasis on wellbeing. 



The Stiglitz-Sen-Fitoussi Commission 

“Another key message, and unifying theme of 

the report, is that the time is ripe for our 

measurement system to shift emphasis from 

measuring economic production to measuring 

people’s well-being.”  
– Stiglitz et al. (2009, p. 12) 



The OECD 

“The mission of the OECD is to promote 

policies that will improve the economic and 

social well-being of people around the world.”  

“The common thread of our work is a shared 

commitment to market economies backed by 

democratic institutions and focused on the 

wellbeing of all citizens.” 



The United Kingdom 

“… today the government is asking the Office of National 

Statistics to devise a new way of measuring wellbeing in 

Britain. And so … we’ll start measuring our progress as a 

country, not just by how our economy is growing, but by 

how our lives are improving; not just by our standard of 

living, but by our quality of life.” 

– David Cameron (25 November 2010) 



Italy 

The project to measure equitable and sustainable 
well-being … is part of the international debate on 
“GDP and beyond”. The central idea is that economic 
parameters alone are inadequate to evaluate the 
progress of societies and should be complemented by 
social and environmental information and by 
measures of inequality and sustainability.” 

 http://www.misuredelbenessere.it/  

http://www.misuredelbenessere.it/
http://www.misuredelbenessere.it/
http://www.misuredelbenessere.it/


The Australian Treasury 

“Treasury’s mission is to improve the 

wellbeing of the Australian people ...”  



The New Zealand Treasury 

“The [Living Standards] Framework is intended 

to help Treasury consistently provide Ministers 

robust, theoretically-grounded and evidenced-

based advice that aims to improve the lives of 

all New Zealanders.” 
– Gleisner et al. (2011, p. 1)  



The New Zealand Treasury 



Reason 1 

Internationally there is a strong movement 

in the economics profession arguing that 

policy is too focused on economic growth 

and so misses opportunities to improve the 

wellbeing of people. 

Why Wellbeing Economics? 
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Economic Growth and Wellbeing 

Despite good economic growth, there has been 

no reduction in Counties Manukau overcrowding. 



Reason 2 

Internationally it is recognised that if we 

continue to promote economic growth on 

its current pathway, global climate change 

could harm wellbeing of people on a huge 

scale. 

Why Wellbeing Economics? 



 



 



Reason 3 

Internationally it is recognised that a focus 

on economic growth can result in trends 

adversely affecting the wellbeing of people 

being overlooked until they become too 

serious to ignore. 

Why Wellbeing Economics? 



The Economic Summit Conference 1984 

Thirty years ago, at the beginning 

of New Zealand’s economic 

reforms, the newly elected 

Government convened an 

Economic Summit of leaders to 

debate the country’s economic 

and social problems. 

Peter Elworthy and Jane 

Stevens at Economic 

Summit social function.  

“The Dominion Post 

Collection, Alexander 

Turnbull Library” Ref: 

EP/1984/4333/23A-F. 



The Economic Summit Conference 1984 

My first academic publication 
was an article in NZEP 1986: 
“The 1984 Economic Summit 
Conference: A Search for 
Policy Objectives”. 



The Economic Summit Conference 1984 

• My article used the 
published proceedings 
to record 477 points 
made by the speakers. 

• Child poverty was NOT 
one of those 477 points. 



The Children’s Commissioner, 2012 

“Currently, the economic costs of 

child poverty are in the range of      

$6-8 billion per year and 

considerable sums of public money 

are spent annually on remedial 

interventions. Failure to alleviate 

child poverty now will damage the 

nation’s long-term prosperity.” 



The Child Monitor Report, 2013 

“… one in four Kiwi kids are growing up in 

income poverty and one in six are going 

without the basic essentials like fresh 

fruit and vegetables, a warm house, 

decent shoes and visits to the doctor.  

Ten percent of children are at the hardest 

end of poverty and three out of five kids 

living in poverty will live this way for 

much of their childhood.” 



Child Poverty Action Group, 2014 

“The depth of child poverty has 

been seriously unrecognised as 

it is not only the ones not seen 

to be below the poverty line but, 

even more critically, most of the 

205,000 children below the 50% 

line are further below than 

previously thought.” 



The Prime Minister, 2014 
 

“Prime Minister John Key has 

asked his officials for fresh ideas 

on tackling child poverty.  

On his first day back at Parliament since being     

re-elected on Saturday, Key said he had ordered 

Treasury and Department of Prime Minister and 

Cabinet officials to start presenting new ideas.” 



The Budget, 2015 
 

“A package aimed at alleviating 

child poverty is at the heart of  

the Budget unveiled today, which 

includes an extra $25 a week, 

after tax, for beneficiary families 

with children.”  

- Radio New Zealand 21 May 2015 



A Big Question 

How did we move from the situation in 1984 when 

no one was talking about child poverty as a serious 

policy issue to the situation thirty years later where 

policy advisors, academics and community groups 

are all warning about the large scale of the problem? 

How did this happen in just one generation? 



0

5,000

10,000

15,000

20,000

25,000

30,000

35,000

40,000

84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14

N
ew

 Z
ea

la
n

d
 D

o
lla

rs
 in

 1
9

9
5

/9
6

 p
ri

ce
s

Year Ending March

Real Per Capita Gross Domestic Product

We did achieve economic growth 

Average material living standards were about 

50 per cent higher in 2014 than in 1984, so 

how did child poverty get so much worse? 



The Economy and Wellbeing 

• In trying to understand why child poverty is 

such an issue today, recent work by the 

Treasury is particularly insightful. 

• In 2013, the Treasury analysed Household 

Economic Survey data using their Taxwell 

model, which revealed the following features 

of wages in New Zealand: 



• Over half of the sole parents with dependents 

who were working had wage rates below the 

Living Wage [$18.40] and most of these 

earned less than $15 per hour. 

• In 25% of households with two adults and 

dependents, the principal earner was on a 

wage rate below the Living Wage.  

– Analysis of the Proposed $18.40 Living Wage, 
Treasury Report released November 2013, page 8. 



The Economy and Wellbeing 

In short, large numbers of New Zealand parents 

are in jobs that do not pay them enough income 

(that is, they earn less than the Living Wage) to 

raise their children well. 

The inability of so many people to earn the Living 

Wage must give rise to child poverty and cause 

other damage to the wellbeing of families.  



A Little Bit of Economics 

The Circular Flow diagram....  
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To move 
from a LOW 
to a HIGH 
equilibrium, 
firms must 
raise value 
added in 
production. 

To move 
from a LOW 
to a HIGH 
equilibrium, 
households 
must raise 
their skilled 
labour. 



“Skills have become the global currency of the 21st 

century. Without proper investment in skills, people 

languish on the margins of society, technological 

progress does not translate into economic growth, 

and countries can no longer compete in an 

increasingly knowledge-based global society.” 

(OECD, Better Skills, Better Jobs, Better Lives, 2012)  



“Real” Skills 

I think it is important to say that the OECD is 

not referring to some generic concept, but is 

talking about capabilities that are embedded 

in an individual’s own interests and strengths 

and in the requirements of jobs in relevant 

labour markets.  



What Creates Real Skills? 
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Three Examples: INSTEP at Priority One 

• Lyn Parlane works on the 

INSTEP programme that builds 

links between businesses and 

schools in the Bay of Plenty. 

• This photo is of the celebration 

of INSTEP’s 10th year of very 

successful work (2013). 



Three Examples: Otorohanga 

• Dale Williams was elected 

Mayor of Otorohanga after 

retiring from his very successful 

business. 

• He led a team of people who 

transformed trades education 

in that District. 



Three Examples: CSMP at MIT 

• Stuart Middleton is Director of 

the Centre for Studies in 

Multiple Pathways at the 

Manukau Institute of 

Technology. 

• He and his colleagues have 

achieved some wonderful 

results in Manukau. 



Three Examples 

• Lyn Parlane works at an economic development 

agency created by the Chamber of Commerce. 

• Dale Williams was the elected Mayor of his 

local District. 

• Stuart Middleton is a life-long educationalist 

working at an Institute of Technology. 

Leadership in this space comes from everywhere… 

… and makes a huge difference to wellbeing. 

 



Conclusion 

I want to finish with one final point about 

wellbeing economics, referring to the main 

foundation of our work at the AERU. 



Amartya Sen, Development as Freedom 

A key intellectual foundation 
of “wellbeing economics” is 
the capabilities approach of 
Amartya Sen. 



Amartya Sen, Development as Freedom 

“The analysis of development presented in 

this book treats the freedoms of individuals 

as the basic building blocks. Attention is thus 

paid particularly to the expansion of the 

‘capabilities’ of persons to lead the kinds of 

lives they value – and have reason to value.” 



Amartya Sen, Development as Freedom 

“The analysis of development presented in 

this book treats the freedoms of individuals 

as the basic building blocks. Attention is thus 

paid particularly to the expansion of the 

‘capabilities’ of persons to lead the kinds of 

lives they value – and have reason to value.” 



• Sen emphasises the personal initiatives of 

individuals as they go about their daily business 

of leading lives they themselves value. 

• People’s choices may be limited by social or 

other factors, but this does not mean outsiders 

should presume to either make choices on their 

behalf or impose their own external values; this 

would not be genuine education. 

“… the kinds of lives they value” 



• Sen argues it is not enough for each citizen 

to value the kind of life he or she is living; 

citizens should have reason for their values. 

• This is especially true for public policy 

affecting large numbers of people. 

• The reasoning itself should be a public and 

participatory process, reflecting in part the 

community’s cultural vitality. 

 

 

“… and have reason to value” 



Amartya Sen, Development as Freedom 

“The analysis of development presented in 

this book treats the freedoms of individuals 

as the basic building blocks. Attention is thus 

paid particularly to the expansion of the 

‘capabilities’ of persons to lead the kinds of 

lives they value – and have reason to value.” 



Conclusion 

Involvement in skills education is one of the 

most important ways that young people 

discover, discipline and display their 

capabilities to lead the kinds of lives they 

value – and have reason to value. 

Therefore, let us help and support one 

another in this important work. 



Kua mutu āku korero mo tēnei rā. 

    That finishes my talk for today. 

  

Tēnā koutou. Tēnā koutou. Kia ora tātou katoa. 

    That is you. That is you.  

    May you and I, all of us, enjoy well-being. 


