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From Economic Growth to Wellbeing 

Economics

Abstract  The primary purpose of economics is to contribute to enhanced well-
being of persons. Economists have often assumed this is best achieved through 
high economic growth. Nevertheless, experience shows that the pursuit of 
growth for its own sake can result in policies that harm the wellbeing of large 
numbers of people. Threats of global climate change, as well as other environ-
mental and social damage caused by current patterns of economic growth, 
intensify this concern. This first chapter argues for a new framework—wellbeing 
economics—to guide private and public sector efforts for expanding the capa-
bilities of persons to lead the kinds of lives they value and have reason to value. 
The wellbeing economics framework focuses on seven types of capital invest-
ment at seven levels of human choice. This typology provides the structure for 
the book’s remaining chapters.

Keywords  Wellbeing • Austerity • Economic growth • Climate change • 
Capabilities

On 25 November 2010, then Prime Minister David Cameron launched the 
United Kingdom’s Measuring National Wellbeing Programme: “From April 
next year,” he said, “we’ll start measuring our progress as a country, not just by 
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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” (Cameron 2010, par. 1; see 
Allin and Hand 2017, for an explanation of the programme and its background). 
That initiative reflected a wider global trend. Six years earlier, the Australian 
Treasury had published a wellbeing framework for analysis and policy advice 
(Treasury 2004; Gorecki and Kelly 2012). In 2008, French President Nicholas 
Sarkozy had set up the Commission on the Measurement of Economic 
Performance and Social Progress, headed by Joseph Stiglitz, Amartya Sen and 
Jean Paul Fitoussi. The unifying theme of its report was: “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). In 2010, Italy simi-
larly launched BES (benessere equo e sostenibile), involving multi-dimensional 
measures of equitable and sustainable wellbeing (CNEL and ISTAT 2010).

At the supranational level, the Organisation for Economic Co-operation and 
Development has created a wellbeing framework with three pillars: quality of 
life, material living conditions and sustainability (OECD 2011, 2013, 2015, 
2017a). The statistical system of the European Union similarly offers a quality of 
life framework organised into eight themes of objective wellbeing indicators 
plus a ninth theme for subjective or self-evaluated measures (Eurostat 2015). 
The World Bank (2016) has compiled 1300 data series as indicators of global 
development and the quality of people’s lives in more than 200 countries. The 
2030 Agenda for Sustainable Development includes a vision of a world where 
physical, mental and social wellbeing are assured (United Nations 2015, par. 7).

These developments are consistent with a long tradition in economics that 
aims to promote the wellbeing of people. Consider, for example, the critique of 
mercantilism in Adam Smith’s Wealth of Nations, the book that founded modern 
economics (Smith 1776, Volume 2, p. 179):

Consumption is the sole end and purpose of all production; and the interest of the 
producer ought to be attended to, only so far as it may be necessary for promoting 
that of the consumer. The maxim is so perfectly self-evident, that it would be 
absurd to attempt to prove it. But in the mercantile system the interest of the con-
sumer is almost constantly sacrificed to that of the producer; and it seems to con-
sider production, and not consumption, as the ultimate end and object of all 
industry and commerce.

Another prominent example was the Cambridge professor, Alfred Marshall, 
who removed economics from the Moral Sciences and History Tripos to make it 
an independent discipline (Groenewegen 1995, Chap. 15). As quoted by Keynes 
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(1924, p.  319), Marshall chose economics as his lifetime study because he 
wanted to address systematic causes of poverty:

“From Metaphysics I went to Ethics, and thought that the justification of the exist-
ing condition of society was not easy. A friend, who had read a great deal of what 
are now called the Moral Sciences, constantly said: ‘Ah! if you understood Political 
Economy you would not say that.’ So I read Mill’s Political Economy and got 
much excited about it. I had doubts as to the propriety of inequalities of opportu-
nity, rather than of material comfort. Then, in my vacations I visited the poorest 
quarters of several cities and walked through one street after another, looking at the 
faces of the poorest people. Next, I resolved to make as thorough a study as I could 
of Political Economy.”

Other examples could be provided, but the point is made: economists have 
long understood that the primary purpose of the discipline is to contribute to 
enhanced wellbeing of persons.1 The wellbeing economics framework is founded 
on this understanding, expressed as the first of 24 propositions set out in this 
book to describe key points in the framework (the propositions can be read 
together in the first section of Chap. 9):

Proposition 1  The primary purpose of economics is to contribute to enhanced 
wellbeing of persons.

In the same year that the Measuring National Wellbeing Programme was 
launched, the British government imposed austerity measures that included cut-
backs in annual social welfare spending of £11 billion, reductions in other areas 
of government spending of £21 billion, an increase in value added tax and a 
two-year freeze in public sector pay for those earning more than £21,000 
per annum (HM Treasury 2010). These austerity measures were expanded in 
subsequent years. The 2014 Budget included a welfare cap to limit total welfare 
spending, for example, while the 2015 Budget announced further reductions in 
government spending of £30 billion over 2 years (HM Treasury 2014, 2015).

There was a sharp rise in the number of charity food banks after these poli-
cies, among other indicators of increased social distress (Jackson 2015; Loopstra 
et al. 2015; O’Hara 2015, Chap. 1; Purdam et al. 2015; Garthwaite 2016). This 
leads to an obvious question: if the primary purpose of economics is to contrib-
ute to enhanced wellbeing of persons, and if the government’s stated intention 
is to measure progress by how our lives are improving, how can policymakers 
justify austerity and other economic policies that result in such high levels of 
increased suffering?
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�Wellbeing and Economic Growth

Economists typically answer this question in three steps. First, it is argued that 
wellbeing is enhanced when individuals can satisfy more of their personal prefer-
ences, perhaps because they can afford a wider range of choices (Dolan and 
Peasgood 2008; Hausman and McPherson 2009). Hence, wellbeing is improved 
if a policy allows some people to increase preference satisfaction without anyone 
facing reduced choices (Pareto 1906; Hicks 1939). Such a policy is said to 
increase Pareto efficiency.

This seldom occurs in practice, since policies typically create losers as well as 
winners. The analysis may suggest, however, that the winners could fully com-
pensate the losers and still be better off. Even if the compensation is not paid in 
practice, such a policy is likely to be considered reasonable. This is because wins 
and losses experienced by an individual from all policy changes over a lifetime, 
if randomly distributed, might be expected to produce an overall gain when all 
policy changes meet this criterion (Hicks 1941).

The second step argues that economic growth is a dominant example of what 
provides the general population with a greater range of choices and allows more 
preferences to be satisfied. A famous observation by Nobel laureate Robert Lucas 
illustrates the significance attributed to growth as a source of wellbeing. After 
noting that there is a large spread between the growth rates of countries, Lucas 
(1988, p. 5) commented:

Is there some action a government of India could take that would lead the Indian 
economy to grow like Indonesia’s or Egypt’s? If so, what, exactly? If not, what is it 
about the ‘nature of India’ that makes it so? The consequences for human welfare 
involved in questions like these are simply staggering: Once one starts to think 
about them, it is hard to think about anything else.

Thus, although wellbeing may be the ultimate objective, policy priorities 
typically focus on achieving higher economic growth as the best means for 
expanding wellbeing in the long-term. Indeed, this was emphasised at the launch 
of the United Kingdom’s Measuring National Wellbeing Programme, when the 
Prime Minister addressed concerns that it sidelined economic growth (Cameron 
2010, par. 4, emphasis added):

Now, let me be very, very clear: growth is the essential foundation of all our aspira-
tions. Without a job that pays a decent wage, it is hard for people to look after their 
families in the way they want, whether that’s taking the children on holiday or 
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making your home a more comfortable place. Without money in your pocket it is 
difficult to do so many of the things we enjoy, from going out in the evening to 
shopping at the weekend. So, at this time I am absolutely clear that our most 
urgent priority is to get the economy moving, to create jobs, to spread opportunity 
for everyone.

The third step argues that economic growth requires specific policies to be 
implemented. The austerity measures, for example, were justified in precisely 
these terms (HM Treasury 2010, p. 1):

The most urgent task facing this country is to implement an accelerated plan to 
reduce the deficit. Reducing the deficit is a necessary precondition for sustained 
economic growth.

Economists devote considerable effort to exploring how to foster economic 
growth (Jones and Vollrath 2013). A major advance was Robert Solow’s (1956) 
neoclassical growth model, which demonstrated how countries tend to achieve 
higher levels of output per person if they have a higher rate of investment in 
physical capital such as factories, plant and machinery.2 Solow’s model also 
shows how output per person tends to grow more quickly with higher growth in 
labour productivity (that is, faster increases in the average value of output per 
hour of work, which indicates a country’s rate of technological progress).

Important extensions have been made to the neoclassical growth model. 
Mankiw et al. (1992) demonstrated that education levels of the workforce are an 
important factor influencing labour productivity, while Knowles and Owen 
(1995) demonstrated the importance of good health. More profoundly, Romer 
(1986, 1990) incorporated the idea that technological progress is influenced by 
the amount of effort devoted to producing new knowledge. His insight led to a 
new class of endogenous growth models, which will be discussed in this book’s 
Chap. 7.

Economists also explore the role of social institutions and norms in support-
ing economic growth (North 1987; Rodrik et al. 2004). In his Nobel Prize lec-
ture, Douglass North (1994) pointed out that the neoclassical growth model 
does not apply in countries lacking the necessary institutions for markets to 
operate. An important example is that effective legal protections for property 
rights are essential for strong economic growth (La Porta et al. 2008; Xu 2011). 
Some studies emphasise social values such as trust (Fukuyama 1995; Quddus 
et  al. 2000; McCloskey 2010), while others focus on good government and 
good governance (Krueger 1990; Kaufmann et  al. 1999; Hulme et  al. 2015) 
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including strict requirements for macroeconomic stability (Fischer 1991; Fatás 
and Mihov 2013).

This research has created a consensus among economists about what consti-
tutes good economic policy, represented for example by the contents of the 
Going for Growth report published annually by the OECD (2017b). Taking 
these arguments together, the promise is that orthodox economic policies will 
increase growth of per capita real gross domestic product (GDP), which will 
allow individuals to increase the range of their choices, which will promote well-
being. This is the vision behind statements such as the one cited above from 
David Cameron that growth is the essential foundation of all our aspirations.

Experience shows, however, that economic growth cannot always be relied 
upon to improve wellbeing. Referring to Cameron’s examples, it is possible to 
have economic growth without new jobs paying a decent wage, without people 
finding it easier to look after their families in the way they want and without 
opportunity for everyone. Indeed, a country can experience economic growth at 
the same time that large groups in the population find they are unable to main-
tain their material living standards.

�The Limits to Growth

The title of this section comes from a famous report prepared in the early 1970s 
by researchers at the Massachusetts Institute of Technology. Building on a tradi-
tion going back at least to Ricardo (1817, Chap. 2), the report examined inter-
connections between accelerating industrialisation, rapid population growth, 
widespread malnutrition, depletion of non-renewable resources and a deterio-
rating environment (Meadows et al. 1972). Its analysis of prevailing trends led 
the research team to conclude that “the limits to growth on this planet will be 
reached sometime within the next one hundred years” (idem, p. 23).3

Modern studies continue to find evidence that persistent production growth 
is inconsistent with finite resources (Meadows et al. 2005; Hall and Day 2009; 
Rockström et  al. 2009a, b; Nørgård et  al. 2010; Bardi 2011; Turner 2012; 
Jackson and Webster 2016). Not only does increasing material consumption put 
pressure on the planet’s non-renewable resources, but also natural ecosystems 
have limited capacities to absorb higher pollution associated with economic 
growth, including accumulating greenhouse gas emissions. The Intergovernmental 
Panel on Climate Change makes the following key observation (IPCC 2015, 
p. 4, emphasis added):
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Anthropogenic greenhouse gas emissions have increased since the pre-industrial 
era, driven largely by economic and population growth, and are now higher than 
ever. This has led to atmospheric concentrations of carbon dioxide, methane and 
nitrous oxide that are unprecedented in at least the last 800,000 years. Their 
effects, together with those of other anthropogenic drivers, have been detected 
throughout the climate system and are extremely likely to have been the domi-
nant cause of the observed warming since the mid-20th century.

The lesson from this research is that how economies grow is vital for wellbeing. 
Indeed, if current patterns of economic production continue, the planet’s surface 
is likely to be in the order of 3° C to 5° C warmer by 2050, creating considerable 
risks such as damage to unique ecosystems and more frequent extreme weather 
events (IPCC 2015, p. 18). Thus, the claim that “growth is the essential founda-
tion of all our aspirations” is false.

Tim Jackson (2009, 2017) argues that policy needs to consider prosperity 
without growth. He defines prosperity as an ability to flourish as human beings, 
which certainly involves material dimensions, but much more (Jackson 2017, 
p. 212):

To do well is in part about the ability to give and receive love, to enjoy the respect 
of our peers, to contribute usefully to society, to have a sense of belonging and trust 
in the community, to help create the social world and find a credible place in it. In 
short, an important component of prosperity is the ability to participate meaning-
fully in the life of society.

Jackson therefore advocates policies that target flourishing directly, rather 
than aiming for economic growth as an intermediate step. Since flourishing 
depends on our natural environment, this must include respect for the planet’s 
ecological limits. Current economic growth trajectories are imposing ecological 
costs on future generations that will threaten wellbeing on a global scale. Jackson 
therefore appeals for a new macroeconomics in which economic activity is con-
strained to stay within sustainable limits (idem, p. 160).4

These concerns are amplified by the way in which growth is currently mea-
sured; that is, as percentage increases in GDP. The rules for calculating GDP are 
set out in the United Nations System of National Accounts (United Nations 
2009), which sets boundaries on what categories of economic activity are 
included in the measure. Certain forms of unpaid work are excluded, such as 
care for children by parents within their own households. Also excluded is most 
environmental damage caused by economic production.
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An early critique of these rules was made by Marilyn Waring (1988).5 As a 
member of the New Zealand Parliament between 1975 and 1984, Waring saw 
the results of policy being based on claims such as “growth is the essential foun-
dation of all our aspirations”, when growth is defined narrowly by GDP. Policies 
focus on activities included within the GDP boundaries, and so other dimen-
sions of wellbeing, including the natural environment, are sacrificed in the pur-
suit of measured growth.

Herman Daly and John Cobb (1989) similarly argued that GDP cannot mea-
sure genuine economic progress. They created an index of sustainable economic 
welfare (ISEW) to include considerations such as distributional inequality, house-
hold production for own consumption and degraded natural environments. 
Daly and Cobb showed that the average growth in the ISEW for the United 
States is substantially below the growth rate of GDP (idem, p.  453). Similar 
conclusions have been reached for other countries using either the ISEW or vari-
ants such as the genuine progress indicator and the sustainable net benefit index.6

An important example of how a focus on GDP growth can overlook deterio-
rating trends in aspects of wellbeing, highlighted in Daly and Cobb’s original 
analysis, is widening income inequality. This remains an urgent concern three 
decades later, with numerous recent studies presenting evidence on rising 
inequality and associated losses of wellbeing (Wilkinson and Pickett 2009; 
Stiglitz 2012; Piketty 2013; Atkinson 2015; Marmot 2015). This phenomenon 
is not visible to policy advisors if the dominant measure of policy success is 
growth in GDP.

In short, it is not reasonable to presume that GDP growth, regardless of the 
nature of that growth, will increase wellbeing. Indeed, certain patterns of growth 
can cause harm to wellbeing, and so economics must recover a deeper under-
standing of how wellbeing is enhanced.7 A good starting point is the capabilities 
approach developed by Amartya Sen.

�Wellbeing and Capabilities

Consistent with the focus of economists on growth, Walt Rostow (1960) 
famously defined development as a process of countries moving through five 
stages of rising economic growth: (1) living in traditional society; (2) creating 
the pre-conditions for take-off; (3) achieving take-off; (4) driving to maturity; 
and (5) enjoying high mass consumption. Reacting to that theory, Amartya Sen 
offered an alternative understanding based on what people are able to do in their 
lives (Sen 1983, p. 754):
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Ultimately, the process of economic development has to be concerned with what 
people can or cannot do, e.g. whether they can live long, escape avoidable morbid-
ity, be well nourished, be able to read and write and communicate, take part in 
literary and scientific pursuits, and so forth.

Sen’s conceptualisation of development is known as the “capabilities approach” 
(Nussbaum 2000, 2011; Alkire 2002; Robeyns 2006; Schischka et al. 2008). 
The core idea is captured in the following short extract from Sen’s influential 
book, Development as Freedom (Sen 1999a, p. 18):

The analysis of development presented in this book treats the freedoms of individu-
als 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.

Note how Sen refers to persons, rather than people (which can indicate a mass 
of indistinguishable humans) or individuals (which can suggest an actor in isola-
tion from all others). We follow that usage throughout this book, to convey that 
persons are simultaneously social beings and unique personalities. The capabili-
ties approach is reflected in our second proposition.

Proposition 2  Wellbeing can be enhanced by expanding the capabilities of per-
sons to lead the kinds of lives they value, and have reason to value.

Presented originally in the context of development studies, this approach has 
been adopted in more general studies of wellbeing (Sen 1993; Clark 2005). Sen 
was a member of the Commission on the Measurement of Economic Performance 
and Social Progress (Stiglitz et al. 2009), where his research was highly influen-
tial. The capabilities approach was applied in the design of the Australian 
Treasury’s wellbeing framework (Henry 2006, pp. 6–7) and the design of the 
New Zealand Treasury’s higher living standards framework (Gleisner et al. 2011, 
pp. 11–13). Jackson (2009, pp. 43–47) recognises that Sen’s approach resonates 
with his own vision of prosperity, emphasising that development of human 
capabilities must also respect ecological limits.

A feature of Sen’s approach, reflected in his quote above, is that persons make 
their own judgements about what constitutes a valued kind of life, but judge-
ments must be supported by reason. Thus, Sen does not identify wellbeing with 
satisfying individual preferences, or with the unreflective preferences of groups 
of individuals. Instead, his formulation highlights the value of contested and 
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dynamic processes of communal reasoning, particularly in determining how 
public policy can contribute to enhanced wellbeing (see also Sen 1999b; White 
2017, pp. 124–125).

Proposition 2 invites policies that aim to expand capabilities, rather than to 
increase economic growth for its own sake. This mirrors Adam Smith’s point at 
the beginning of this chapter: it is not production that is important, but the 
wellbeing of consumers. The approach taken in this book is inspired by Solow’s 
(1956) neoclassical growth model, but expanded to address a wider range of 
capabilities and wellbeing outcomes. Solow demonstrated that investment in 
physical capital can increase a country’s material living standards. That result is 
consistent with Sen’s theory, since construction of new assets such as buildings, 
machinery and roads can be conceptualised as expanding the capabilities of per-
sons who use those assets.

Similarly, investment in other types of enduring assets—non-material as well 
as material—can improve wellbeing outcomes by expanding the capabilities of 
persons to lead valued lives. Each of these asset types can be described using 
“capital” as a metaphor (see, for example, Flora and Flora 2007; Arrow et al. 
2012; IIRC 2013; Gleeson-White 2014). The wellbeing economics framework 
focuses on seven types of capital stock, listed in Table  1.1. Details will be 
explained in later chapters of the book, but are introduced briefly here.

Mincer (1958), Shultz (1960, 1961) and Becker (1962, 1964) coined the 
term “human capital” to describe participation in formal education, which has 
similar characteristics to investment in physical capital by requiring the sacrifice 
of current consumption to increase future income. Cultural capital refers to a 

Table 1.1  Types of capital in the wellbeing economics framework

Capital Examples of the Associated Capital Investment

Human Developing personal skills through participation in education, through 
experience and through better health.

Cultural Inheriting, practicing, transforming and passing on values from 
generation to generation.

Social Strengthening diverse networks, voluntary organisations and bonds of 
trust within and between communities.

Economic Constructing and owning enduring human-made physical and financial 
assets.

Natural Conserving wilderness and managed natural areas to maintain or 
improve the environment’s ecosystem services.

Knowledge Researching and developing advances in technology and other 
intellectual property products.

Diplomatic Cultivating institutions and norms that foster international 
collaboration for the common good.
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community’s values and practices that are transformed and passed down from 
generation to generation (Bourdieu 1983; Throsby 1999). Social capital 
describes diverse networks, voluntary organisations and bonds of trust that exist 
within and between communities (Coleman 1986; Putnam 1995).

Economic capital encompasses the stock of physical capital and its ownership 
in the form of stocks, shares, debentures and other forms of financial capital 
(OECD 2015, pp. 129–137). Natural capital recognises that ecological environ-
ments are the setting for much human activity, which needs ongoing investment 
to be maintained (Helm 2015). Knowledge capital refers to technological dis-
coveries and other forms of intellectual property, some of which may be recorded 
as assets in balance sheets (Nahapiet and Ghoshal 1998; Guthrie et al. 2012). 
Diplomatic capital is a term used in this book to describe organisations and 
norms needed for international collaboration to promote the global common 
good.

For each capital type in Table 1.1, the stock of capital provides flows of ser-
vices important for wellbeing. Human capital provides the person who possesses 
it with skills that can be displayed in employment or other contributions to 
wellbeing. Cultural capital and social capital help give meaning to life and make 
social transactions easier. Economic capital increases labour productivity and 
offers financial returns to savers. Natural capital provides ecosystem services that 
are often irreplaceable for wellbeing. Drawing on knowledge capital allows peo-
ple to do more with less, and the use of diplomatic capital helps the global com-
munity address some of the most pressing issues facing humanity.

A second dimension of the wellbeing economics framework recognises that 
choices affecting wellbeing are made at different levels of social interaction. 
Figure 1.1 provides a structure for considering these different scales. It shows 
levels of human choice that involve larger and larger numbers of people as the 
choices move outwards from the individual to the global community.

The diagram begins in the innermost oval with persons making choices about 
activities that contribute to the kind of life they value and have reason to value. 
Persons come together to form households and families, which gives rise to a 
second level of choices. Outside the home, people form community organisa-
tions to advance cultural, sporting, political, economic and other purposes; 
these organisations make up civil society. As market participants, people make 
choices as producers and as consumers of goods and services.

A household’s place of residence typically has local government providing 
public services for the diverse individuals and communities living in that local-
ity. The Nation State exercises authority on behalf of, but also over, citizens, 
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producing potential tensions in how choices at the national policy level support 
or interfere with choices at other levels. Finally, some of the biggest issues affect-
ing wellbeing (such as the threats of global climate change) require negotiated 
choices among international partners, including governmental and non-govern-
mental organisations, acting globally.

A key task of wellbeing economics is to integrate the different levels of human 
choice represented in Fig. 1.1 with the different types of capital investment listed 
in Table 1.1. Investment in human capital, for example, may be made by an indi-
vidual person, whereas growth in diplomatic capital requires global collaboration. 
The two dimensions of the framework are therefore brought together in the final 
proposition of this chapter.

Proposition 3  The capabilities of persons can be expanded by different types of 
capital investment at different levels of human choices.

�Conclusion

Despite greater attention to measuring wellbeing, it is still common for the cur-
rent wellbeing of some citizens to be sacrificed by policies intended to promote 
GDP growth. This practice ignores wider social issues important for wellbeing 
and is inconsistent with environmental limits to economic growth. Consequently, 

Global
Community

Nation
State

Local
Government

Market
Participation

Civil
Society

Households
and FamiliesPersons

Fig. 1.1  Levels of human choice in the wellbeing economics framework
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this book sets out to recover from the economics tradition what it calls the well-
being economics framework.

The three propositions in this chapter are foundational for the framework. 
The primary purpose of economics is to contribute to enhanced wellbeing of 
persons (Proposition 1). This can be achieved by expanding the capabilities of 
persons to lead the kinds of lives they value and have reason to value (Proposition 
2). This can be done through different types of capital investment at different 
levels of human choice (Proposition 3). Thus, wellbeing is affected not only by 
growth in all the different types of capital available in a country, but also by the 
ability of different groups in the population to access services provided by the 
country’s capital stocks. This book returns repeatedly to these two issues.

Inspired by Amartya Sen’s research on capabilities, the book is structured 
around two dimensions of economic activity: the different levels of human 
choice set out in Fig. 1.1; and the different types of capital investment set out in 
Table 1.1. Each of the following seven chapters focuses on one level of human 
choice and on one type of capital investment, guided by natural associations 
between these classifications.

Decisions about the number of years devoted to investing in human capital, 
for example, can be sensibly discussed in the context of persons making time-use 
choices; this is done in Chap. 2. Transmission of cultural capital across genera-
tions fits comfortably with choices made by persons living in families and house-
holds; this is addressed in Chap. 3. Social capital and the institutions of civil 
society are almost synonymous; see Chap. 4. A large literature on economic 
capital investment in the context of market participation is summarised in 
Chap. 5.

The book then turns to political institutions in the public sphere. Local gov-
ernment is typically required to maintain and enhance a locality’s natural capital, 
considered in Chap. 6. There is considerable research on the role of a Nation 
State to support the development of intellectual property, which is explored in 
Chap. 7. Diplomatic capital is essential for cultivating collaboration by intergov-
ernmental and non-governmental organisations in the global community; this 
topic is approached in Chap. 8.

In each case, the chapter draws insights from the economics literature to 
analyse how wellbeing can be enhanced, not just by public policy, but at all 
levels of human choice. Chapter 9 then integrates these different elements to 
introduce a wellbeing fabric for policy analysis. It demonstrates how wellbeing 
economics can contribute to expanding human capabilities for living the kinds 
of lives we value and have reason to value.
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Notes

1.	This tradition continues: welfare economics is an established field, for example, and 
students majoring in economics are routinely required to demonstrate they can use 
mathematics to prove the Fundamental Theorems of Welfare Economics (Blaug 
2007, p. 198).

2.	Trevor Swan (1956) independently published a model of economic growth with 
similar results to Solow’s more influential version.

3.	There was an immediate reaction from economists, including from Solow (1974a, 
b) who argued this can be avoided by investment in physical capital to replace the 
depleted natural resources. Hartwick (1977) calculated the exact rate of physical 
capital investment that would allow sustainable growth. That response continues to 
be developed in research programmes on genuine savings and comprehensive 
wealth (World Bank 2011; Arrow et al. 2012; Hanley et al. 2015).

4.	Macroeconomics deals with country-level outcomes such as economic growth. 
An interesting example of research on macroeconomics that respects ecological 
limits is Fontana and Sawyer (2016). An influential analysis of planetary bound-
aries can be found in Rockström et al. (2009a, b).

5.	Recent reviews are provided by Bjørnholt and McKay (2014) and by Saunders and 
Dalziel (2017). Coyle (2014) presents a sympathetic account of GDP.

6.	Lawn (2003) offers an overview of these measures.
7.	This is recognised by others, of course. In the United Kingdom, mention should be 

made of initiatives such as the All-Party Parliamentary Group on Wellbeing 
Economics formed in March 2009 and legislation such as the Well-being of Future 
Generations (Wales) Act 2015.
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